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AB STR A CT 

Three papers — by educational economists Kurt L. 
Kendis, Steven J. Kless, and Alan P. Hagner— independently examine 
the economic impact of college credit by examination (CBE) on 
students, institutions, and higher educational systems. Major iseues 
are identified and further research topics are suggested. Kendis 
suggests the following results of CBE: changing enrollment patterns; 
increased teaching load of tenured faculty; increased needs related 
to services for nontraditional students, and administrative and data 
processing support; greater alumni support; greater student interest 
in attending CBE institutions; diminished need for financial aid; and 
modified recruitment procedures. He suggests that advanced placement 
for proficiency programs require flexibility from bath students and 
schools. Klees lists a number of potential benefits of CBE, noting 
what is beneficial to oTie party may not be beneficial to 

saving of tuition results in less income for the 
Sagner examineji the costs (both, increased and decreased), 
the benefits and problems ior' the student who graduates 
for the student who receives' credit and, then enrolls f or - 
courses in a diff.e'rent area. He suggests further research 
estimates their funding requirements. Extensive 
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PREFACE 



Tn the course of inltlatlnp, this prolort the .study director oonsulted 
many edur a t lona t^x^c on'nmi s t s and other professionals assumed to have know- 
ledge about -or some interest In the topic of the economic Impact of credit 
by examination policies and practices. At the outset such conversations 
almost Invariably required a statement about the nature of the College 
.board's ronc<<rns and the reasons for these concerns. Many, if not most, of 
the conversations at the early stages , while courteous, were cool and lacked 
enthusiasm. As the study d irector elabor^e'd on the concerns a bit there 
was a quick and very perceptible change of tone and response. When the 
significance of what we were trying to clarify th rougli ■ th is project became 
apparent, universally the listener's response was "That's A Very Good 
Question!'.'. ^Under the circumstances It seems like a very apt title for this 
report. . 

The pu'rpost of these ' d is cuss ions with educational economists was Lo 
identify three consultants who would brlnp the perspectives of economics to 
credit by examination policies and practices witli the view of their offering 
{Suggestions and recommendations as to how the College Board mi^ht advance 
greater understanding of these matters via studies or research. The des- 
cription of the as-.ignment provided for each consultant was identical and It 
included the following statement: ^ 

"The Gollege Board, since the early 1950s via the Adv^n'ced Placement 
Program (APP) and more recently via the College Level Examination Program 
■(CLEP), has sponsored .the major national programs of credit by . examination . 
The APP in 1977 reported results on 108,870 examinations by 82,728 students 
to r, 672 colleges. The' CLEP in 1976-77 had over, 93,000 candidates who took 
kpproximately 240,000 examinations*. The results of these examiaations are 
'transmitted to colleges and un i ve r"s 1 if i es whpre in turn each institution 
makes its own decisi6ns regarding the award of acadoaiic credit or advance- 
ment placement > 
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*.Tn addition over U5,000 examinations were administered via the Defense 
■ Activity For Nontraditiohal Educational Support to persons in the military. 



An activity of this magnitude rklses questions of finance and economics 
m higher educallon, about which relatively little Is known. Does granting 
credit by examination affect Income at a college or university?. If so. In 
•what way? If students gain financially by securing academic credit via 
examination, who, if anyone pays for these gains? What does a credit by 
examination program mean in terms of the cost to an Institution to produce 
an undergraduate? ' If students coming out of high school are sufficiently 
well taught that they receive college credit by exam, does it cost the 
taxpayers less or more' than conventional educational programs? Should taxes 
be used to subsidize credit by examination programs? - These questions are 
,but a few that Illustrate the array m^d kinds economic-financial issues the 
College Board would like to explore. 

The genera^ problem is one of identifying the signif i(yant issues, 
ordering: these into systematic re lat ionshtps , developi-ng analytic models 
that would permit Studies to b6 undertaken to help guide institutional 
practice and public policy, and finally actually conducting such studies or 
providing guidance to Institutions and agenc les . f or the tondxict of studies. 

As a first phase,, the College Board has aske'd ETS to engage one or more 
consultants to: 

1. Explore the economic or- financial implication of credit by examination 
so as to Identify the issues, questions and contingencies. 

2. Review, briefly annotate, and summarize whateyer literature exists 
sin(fe 1955 regarding the finaircial impact of credit by examination. 

3. Outline a study or an integrated serfes of studies to help clarify 
issues or provide answers to some of the key questions surrounding the 
economics of credit bj examination .y . - t 

A. Provide a cost estimate(s), a schedule for under.taking and completing 
the work., and a statement of the resources required and available to 
undertake the ,study(s) referred to in three above. 

This work is to be undertaken from the perspective of credit by examination 
as it Impacts upon individual institutions, on students who may participate 
in such programs, or on the public at large meaning state education sys- 
tems." ' 

The three consultants who undertook this assignment are listed below 
together with the titles of the papers they prep.ared . The consultants 
worked independently of each other.' Fortunately, the consultants gave 
titles to their reports which are not identical so' that it is possible to 
differentiate their work hot only by author's name but also by the titles 
assigned to each r'^port. They are: 

. 1. Kendls, Kurt L- Project F o r The Development of Studies Into The 
Economic Impact of Credit bv Examination . December 15, 1977. 38 pp. 
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plus 48 page bibliography and «n oompllntinn of roforenceH from qn ERIC 
search. , 

* 2. Klees, Steven J. The Kconomlcs of AvnrdlnR Col lego Credit By F xamlna- 
_tVon. January 1978. 18 pp» 

3. Wagner, iflan P. The Fconomic Impact of Credit By Examination Policies 
and Practice.':: Identification of Issues and Implications For Re- 
search « "December 1977. 43pp. 

•V 

This paper is a synthesis of the three consultants' works. The reader 
^fiould understand that the author Is not economist, much less ai^ educa- 
tional economist. He brings to the individu^^l and collective consultants' 
work the perspective of one Interested in and reasonably knowledgeable about 
credit by examination particularly as this concept has been developed as a 
' major programmatic effort by the College Board. The paper is organized into 
four major sections: Issues, Prior Resea^rch, Consultants' Recommendations', 
and Conclusions. Throughout the paper, CBE has been adopted as a -convention 
to refer to credit by examination. 
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r TUt: issuKS 

■ The conaultnnts idontlClud and d l.scMiH.scd diffiTi-nt rons t e 1 1 a t. l.ms of 
l93ues and they did so at dlfforont levels of abstraction. TJ^se differ- 
ences support the wisdom of the decision to undertake this initial foray 
Into th<* field by seeking more than n sinRle person's perspective. 

Klees dealt with the assignment almost exclusively from n macroeconom- 
ics perspective. In this respect his approach was quite different from that 
of the other two* consul tantH . Tn addition Klees assumed that the readers of 
his paper, more likely than not, would be people who were not professionally 
trained in economics. Therefore, he calls especial attention to two primary 
economic paradigms vh ivch for simpaicity can be referred to here as (a), the 
competitive market economics approach and (b) the Marxist economics ap- 
proach. These three aspects of his analysis - macroeconomics, and the two 

different economises paradigms-results in his shaping issues quite dlssira- 

y 

ila'rly than Ke dis and Wagner. 

. A macroeconomic perspective puts the focus on the costs of CBE to tke 
society as a whole and on benefits to society as a whole- It may not be 
clear^whether Klees is or is not prepared to recognize the differential 
interests and stake of the individual, the .institution and the state in CBE. 
However we can conclude he is saying that a total social perspective is the 
one that sh6uld guide any empirical investigation of the problem. 

This view causes a peculiar kind of issue to surface, namely, what is 
the College Board's responsibility for encouraging, conducting, .»nH sup- 
porting investigations at the level of abstraction of society as a whole? 
Klees also 'points out that economic analyses do not evaluate a single policy 
or practice. Rather the analysis is commonly an evaluation of a policy 
"...vis-a-vis alternative possible policies.". In this instance the compar- 
ison is probably between CBE and the traditional ways of earning credit via 



claflBroom based course work. Thu8 we need to bo senflltlve to n very deli- 
cate poeitlon in which College Ronrd might find Itself. On the one hnnd 
flhould the College Board ime Its limited reHenrch reHourcefl to directly 
engage in research which hecnime It Is focimod on noclety a., a whole trnn- 
acendjr Ub membership? And on the otl^er hnnd If the College Bonrd flndH tlu- 
^.rationale for conducting broad socially oriented research on CHK. It 
then must ask how one of Its programs competes In teririH of Hoclal^good with 
the central business of Its constituent members? 

There are alternatives, of course, to the College Board Investigating 
CBE at the r u- ro- lev e I . One possibility Is to completely Ignore ^these 
concerns. However a do-nothing position clearly seems unwise given the 
College Board's clear Ideiit 1 f I r a 1 1 on with the two major programs of CBK in 
the country- On the other hand, the College Board could lend Its Influence 
to the encouragement of such research. It could actively bring the problem 
tQ the attention of sources for funding research and coopei .le in macro- 
level research projects If these were undertaken and sponsored by respon- 
sible agents. Consideration should also be given to ways to Interest 
professional economists in this area which to now they have Ignored. Thus 
we have one perfective of a "very good question." 

However we need to return to what Klees indicated about the presence of 
"at least two paradigms in economics. This matter is not disposed of at all 
by dealing with CBE as a mac roeconomic issue. 'Which theoretical orienta- 
tions should guice such research is a second issue th-at Klees brings to our 
attention. He summarizes his discussion of this matter as follows: "In 
sum, the perspectives that various economists bring to an evaluation of 
credit by examination policies pose' many questions concerning its social and 
private costs, effects and benefits. I think it is a mistake to believe 
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thnr nnv vprMhui of iM-oi^omlrs niu rrfiolvi' .mmI mi'Iim I I hr **optlmum" rourm* oi 
art ton to follow. Uhn\ rrniumirH riU\ do Iu'mI \n to prt^vliU* Moim- compotliiK 
frniufworks from whl<'li our caw ohju'ivi- jmmI ov.ihutr .ifiu;it jioltMilInl 
oilurntlon prarllcoM." KUm-m' t^inplM^M nu this lsf;m- m-tvok to warn mm .ibcMit 
attidloj. prevlouBly roniplotrtl or tliosr yol to ho r t akon . ll rcMioMi'lM u?j 

to ask qiii'stlonH llki^. from whni t hoo r I c 1 1 orlrnt.it Ion wns this work 
undertaken, how iIooh this arfo( t tho kinds of (luostlon^? nskod. or why 
'doesn't everyone see tht» problem the w.iy we do? 

There Is no point In this synthe.slH to restatlnK or rephrasing in new 
words the Issues Identified by enrh consul tant* The If^sues are developed In 
the, constil t^ants' reportf4 which are In the appendix. What follows are tlie 
major kinds of data that the consultants appear to regard as critical to 
iind€^standing CBF policies and p rac t 1 ces f r om an economics perspective. 
They are listed without elaboration simply because any reader reasonably 
attune-l to CRF should easily be able to comprehend how and why these data 
would tie economical Iv important and relevant. However, as the reader 
confronts the following list of closr to three do^en different aspects of 
the economics of CRF, his or her sensitivity to the Intricacies of the 
economics of CBE should bo increased* 

.■ 

1. Impact of CBK on instructional budgets: 

1-1 Does CBK lead to time sjiortenlng, i-e. lower instructional costs? 
K2 What Income Is lost through early graduation or CBE generally? 
1»3 Does CBE cause desirabtto or undesirable shifts in enrollment? 
l./i^oes CBE improve retention? 

1.5 Does CBF require reallocation of instr^ ti^nal r( .>iirc'es, change 
faciilty load? 

1.6 Poes HBF improve i ns r r nc t i nna 1 qualitv? 
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1.7 Dom CBK frt*t* luculty for r«*Hi*nroh? 

1.8 DiirH CRK roNult In moro li()mon<MiiM>uM KroiiplngH of nttidtrnt rnwVHt^H 

1.9 I)*>t«H CHK ylrld chanK**?* * t»iK*^ fiilmol proy;riiiiiM 7 
Impact on pruKram hmlKt't**- 

2.1 What Intfrnal vulm 1 st rat I v*' comIs an' Ki'tu'ratrd by CHI:? 

2*? Dot'H CRK IntrtWiHt* luimbtTM of no n t r atl I I i o iia I MtvulrntM who riMpiirt' 

Impart on m^n- 1 iist rue t I oiwi 1 costs: 

1.1 How cltM-s TRP affrrt thv mix of studt'ntfi requiring financial aid? 

Doi'H THK ln:^ro;iMC coiinsellnK rn.sts? 
1.1 Pooh <'BK rodiKM* oppor t iin 1 1 I oa for ftrndiiate Htudent aid (I.e. teaching 

aHsl^tantfi) hv rtMliicing sl/.c of Introductory courses? 
3. A DoeH CBF changt* recruitment costs? 
Impact on students: 

^.1 Does CBK lead to time shortening, lower Investment costs, faster 

returns to student? 
*'*.2 Does CBK Influence choice of field of study and returns on Investment 

In education? 

V 

4.3 Oot^s CBE modify academic programs which students pursue? 

4.4 Does CBF change the need for student support services. I.e. counsel- 
ing, records, etc.? 

4.5 Does CBE influence sttident's choice of Institution? 

4.6 Do different kinds of students respond differently to CBE opportun- 
ities? 

Impact on states: 

5.1 How does CBE affect whether a state retains or exports its graduates? 

5.2 How does CBE Influence access, or choice by categories of students 
with particular attributes? 



.5.3 Relative costs of CBE vs regular classroom instruction? 

5.4 Do students use differe^nt programs of CBE differently, i.o. enrich- 
ment for APP, acceleration via CLEP? - 

— - / - . 

5.5 How does CBE affect enrollment? 

5.6 Does CBE reduce institutional subsidies? 

5.7 Dpes CBE reduce . expenditures for facilities? 

5.8 Does CBE lead to faculty unemployment? 

5.9 Can CBE be related to human resource redevelopment act^'vdties? 
\ ' ^ • 

The consultants have also pointed out that the general issue may be 

studied as a cost-benefit analysis or a cost-effectiveness analysis. If the 

former, then we need to recognize that costs and benefits shift depending 

upon the party of interest. For exatople, the students' saving of tuition 

means income is foregone by the institution. On the other hand, cost-ef- 

V 

fecti^'eness analyses may be needed with multiple assessments ()f effective- 
ness. For example, if a student caa obt^ila credit for learning acquired 
previously, this may increase motivation, interest, aqd success in ' the 
courses the student ddes take. CBE may increase the student'^s interest in 
and potential for graduate work, lead to enrollment in a graduate program, 
its completion and greater earnings following graduation. 

In general the ronsultants' papers do not treat differently the Advanced 
Placement Program vs the College-Level Examination Program. (Kendis does 
treat the programs separately but he stresses the differences mainly in a 
discussion of the recruitment potential of the two programs.) Given some 
very fundamental differences between the programs and the likelihood of real 
differences in (a) the characteristics of the students who participate in 
each, (b) the ways in| which the two programs relate to secondary schools and 
(c) the responses of cclleges and universities to th^m, it is surprising 
that the consultants do not deal with this matter in their discussions of 

ERLC ^ , 



Issues. For example, the consultants have itidicated that CBE may influence 



• the educational programming of students who participate and hence affect 
pareer fields 'and ultimately earnings. However, if the students who part- 
icipate in APP or CLEP represent different sub-groups of the college going 
population in terms of previous learning opportunities, richness of educa- 
tional experience, achievement level and aptitude for' further education, 
then one may find CBE having differential impacts on the students and 
institutions involved in each examination program. Similarly we know that 
in general the AP Program idvolves ''secondary schools in teaching special 
college level courses. Conceiv,ably the cost-effectiveness of this effort 
might be different than presumably in CLEP where, in general; schools do not 
engage in special instructional efforts^ The author of this paper is not' 
arguing these matters as conclusions but he is concerned merely that these 
possibilities not be overlooked. 

To summarize the consultants' treatment of issues, they have m^c^e the 
following major points: 

1. We need to be aware of the substantial diversity of behavior of CBE 
students and aware of the possible varying economic consequences of some of 
the more typical responses that students make to CBE opportunities. 

2. An adequate economic analysis also implies a long range view that takes 
into account more than simply an immediate concern. It would extend to what 
happens to CBE students beyond college or university, and would include how 
the participants managed their careers or professional development. 
3» The economic consequences of CB^^re not uni-dimensional across institu- 



of instrltutions ranging from two year colleges to complex universities, both 
public and private, and in addition the fact that CBE programs may be 
operated within Institutional types as follows: , 



t ions • 




obvious classification 
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1. Credit by score, 



2. Credit by score and addlt ':rnal 
evaluation ^ • • 



3. Placement only by score, 



4. Placement only by Score plus 
additional evaluation. . . . 



5. Conditional credit if additional 
course work is pursued 



6. Ciedit awarded but early 
graduation' not possible . 



Use CLEF 



Use AFP 



Use Both 



4.. In addition to the various subsets of institutions grouped by CBE 
practices and policie^', and the varying responses of students to CBE, we 
need to maintain an awareness of the individuality of the student partici- 
pants. Some may be exceedingly gifted, some may be traditional college age. 
students, some may be very mature adult students, some may be individuals 
with substantial family responsibilities, etc 

5- CBE, when studied from different economics paradigms, will be found to 
not only exhibit different Issues, but also the importance of the issues 
will vary. 



ERLC 



7 



II PREVIOUS RESEARCH 

The ,one place where all three consultants were agreed was* :ln their 
characterization of previous research on the economics of CBE. In so far as 
this author can tell, they are familiar with the previous researcOi and they 
do not dismiss it- Instead all three consultants indicate the previous work 
is very incomplete and that it has not dealt. with the various ramifications 
and intricacies of -the issues which the consultants have recognized with 
special sensitivity. More telling, however, are the consultants' views that 
some of the previous work is either inaccurate or that it tends to mislead. 
For example, one consultant commented on several studies as follows: "These 
estimates, however do not accurately capture the effects of CBE on the 
institutional budget-*' or "These estimates (of reduced subsidies by states 
of educational Institutions because of CBE) tend to mislead because they 
implicitly assume time shortened degrees." 

The reader who is interested in an integration of previous research with 
a discussion of issues should give particular attention to. the paper prepar- 
ed by Wagner. In that paper, variables important to the formulation of 
issues in the economics of CBE are identified and the author provides 
commentary on what research to date has to tell us about suqh variables. 

The consultants acknowledge that the deficiences of previous research 
are not confined to CBE but they may represent deficiences regarding studies 
of the economics of education more generally. Klees writes as follows: 
"For example, 'if CBE policies allow a student to graduate and obtain a job 
earlier, then not only are the costs lower, but the benefits -are higher 
(e.g., one more jear of earnings and production). However, such estimates 
are'not easy to make. It is not at all clear how education affects earnings 
and productivity, and even with adequate theory, it is difficult to separate 
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the empl^^lcal effects of all the various variables that affect earnings to 

arrive at the Impact of particular educational experiences." 

Since the consultants' papers stress that CBE may "Result "in earlier 

gcadnatlon. It Is .of Interest to note Levellle's* recent statement on this 

matter. "Many legislators and other policy makers think that a tlme-short- 

en°d degree Is necessarily synonymous with a two or three year degree where 

S 

•at least a student should be able to complete his or her degree In less than 
four. years. In many colleges around th^ country a student's normal length 
of time spent In obtaining a baccalaureate degree is four years. However 
there are notable exceptlo'ns. For example, in the California State Univer- 
sity and Colleges, the average tfme for completing the degree was recently 
approximated to be 6.4 years. Thus, a time shortened degree may, in fact, 
take longer than four years but less than many, institutional averages. In 
any event, since the large number" of students require substantially longer 
than a four year period to complete their degree program, a critical vari- 
able in comparing Che costs and^ program effectiveness of time-shortened 
degree programs with regular programs is the normal length of time factor." 

Despite the Insufficiencies of previous research, the consultants do 
not conclude that the economics of CBE cannot be adequately researched. 

.Their reservations about prevl««Is research serves to foretell what one might 
expect them to say about research that is needed. It suggests that their 
position will be to urge studies that will enable one- to tackle a series of 
questions in a variety of .ways. However,' the consultants do not believe we 
have a research base from which to go forward. This position is summarized' 
by Klees as follows: "From the above review it should be apparent that 
exisr^Bg^ research has not even scratched the surface in examining what are 



*Leveille, David E. "Time-Shortened Degrees: A Return To Nos-.algia." 
Alternative Higher Education . Vol. 2, Winter:^.1977 . p. 168. 



^the coats, effectiveness, benefit, "equity, or structural impacts of 
policies. 'The scarcity of related publications in professional Journals 
o^/unpublished' research is indicative of the lack of attention this i 
has received/* 



Ill THE CONSULTANTS' RECOMMENDATIONS 
m . ' * 

4 

>. As indicated earliei;, in":this paper, one of the consultants (Kl'ees) did 
not offer suggestions for future research although he did comment at "Bome 
length on future research. Klees ob se r ved . tha t economists, even if of 
similar perspec t i ves ,^have studied educational Issues oth^r than CBE at 
considerable expense and not reached conslstant results. However, he goes 
on to-say that It would be important to conduct research from different 
conceptual and practical perspectives on CBE. He' indicates that such 
competing efforts would not necessarily generate much greater expense ^if the 
competing groups agreed on the information to be assembled even; though it 
would be analyzed and evaluated separately. Hq reports that this practice 
has been successfully followed in previous, instances. 

Kendis and Wagner offer suggestions 'for further research.* On a couple 
of ideas it seems likely that they^may have pretty much the same general 
notions although they differ in particulars. Let us tuirn to Kendis first 
and then to Wagner., 

r 

k. follow-up study of CBE program participants . TViis suggestion is to 
mount a data collection effort focused on an ade-^uate sample of students who 
had participated in CBE programs. In addition to basic information -of a 
demographic character, data would be collected and then updated annually on 
pre-gradua tion work .:perience and earnings, the student's educational path 
(credits via cou r se-wor k ) , d e t a i Is on CBE appl icat ion participat ion and 
outcomes, uses jnade I CBE, method of finartcing studies, postgraduate 

experience, attitudes toward enrollment, choice of school, field of study, 

"I 

a-lumni con tr ibut Ic.is . Presumably, although this was not stated explicitly, 
data from this survey would b*e used to make comparisons with non-CBE stu- 
dents. 
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Kendis also proposes a'control group exp 



would .b^ a project to survey studetit.s with varying knowledge about CBE and^ 
to relate this information to educational careers, earnings or eventual 
.incomes, cosies. of education, etc He also Recommends an institutional 
survey of the utilization of credit hv examination that would concern icself 

* 

with .total program costs of CBE including any added or expanded student 
services and administrative costs. 

Finally Kendis proposes ^hp• df^vplooment of three models. 'The first is 
a' comnuter based model to '--ip ^nUpp ps And universities to monitor the 
enrollment consequences of CBE for the^ institut ion as a whole and by depart- 
ments. The second model would stud v th^^n^eds - meaning financial aid and 
«tndenr services generaD y - of CBE students. The third is an analytic " 
model to show the total cns^s and budgPf^ry impact s of CBE. The purpose of 
model will be to assist institutions of different categories to analyze 

optimum CBE policy. 

Wagner suggests four major studies. The first titled "DtmensionR _of 

Student Parrlctnatlon and Ner Benefits" would seek to develop estimates of 

the net monetary benefits of, CBE for students, institution and states under 
. alternate sets of assumptions. Wagner is referring to a series of Simula- 

tions. For CBE students, the study would look at tuition savings and 
'increased earnings, for institutions and states it w'ould look at lost 

revenue, for states it would look at public subsidy savings and student 

savings. 

Wag.Der's second suggestion would seek to increase our understandlnR of 
srudent^re3ponses,to CBE - i.e. enrollment, choice 'of institution, choice of 
field-, acceleration, mix (credit by exam and attendance status) and reten- 
tion. He proposes an integrated series of studies to address questions that 
now exist regarding how CBE relates to these variables. 
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Wag-ner's third suggestion is to focus on data about the dlf f erenv --s in 
earning betwefei those wl^h CBE who g ra duate earl y and those who do no^ . His 
fourth suggestion^-ls a study of i nstitutional-faculty responses to CBE yhich 
is based on the ob^se.rya t ion that institutions vary in the degree to which 
they have embraced CBE, Therefore, he would like to expand our knowledge 
about what attributes are associated with the adoption of CBE at the insti- 
tutional and state funding level. ' . _ 
Neither Kendls nor Wagner provided detailed proposals tior .were they 
asked or expected to do so at th i s 's tage . ■ Each has offered a general 
outline of several studies and they have done so at levels of generality 
that are not crystal clear in their approach, intended outcomes, or appli- 
cations . • 

In a sense the consultants are a bit discouraging of further research 
efforts: KJees from the viewpoint of saying ^hat there are diverse perspec- 
rives in educational economics and as a consequence we can expect to ha^e 
difficulty getting people to agree on what are the signi-ficant questions 
regarding CBE, and Kendis who interplays institutional typologies (within 
which there may be diverse responses to CBE in terms of institutional 
policies and practices) and the student actors in CBE who tl .^mselves reflect 
great diversity and hence fall into numerous categories. He pictures a 
research matrix containing literally hundreds of cells on which we could 
focus attention. It is of interest to note that while Kendis mentions this 
point early in his paper, he doesn't specifically come back to using the 
idea in a conceptual framework or as a set of problems to be overcome. 
Perhaps he was overwhelmed. 

A major point chat emerges tfrom the consultants' papers is that of the 
meagerness of our current state of knowledge about student behavior vis-a- 
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vis CRE coupled with a matching lack of information about the ramifications 
of CBE policies and' practices . All ofl' ' the consul tants point out thatr to 
aggregate savings in Institutional subsidies or to similarly aggregate 
losses In instructional' income rests on .the assumption that CBE students 

f - r 

accelerate. Undoubtedly some do and with those that do what differences 
does it make? We don't know, Undpubtedly many CBE/itudents do not accel- 
erate. But what is the course of t^he.ir further educational and career 
development? Ve don't know., Given these ^as well/ as ^oth^r gaps in our 
present^ kn^owledge what should the College Board do to promote greater 
understanding? This issue is discu^sedTh the concluding section of this 
paper which ^olJ.ows' immediatecjly- , ^ > ^ ' * 



IV CONCLUSIONS 



There is, nothing in the consultants papers collectively or individually 
to suggest that it is possible to arrive at "the" definitive answer regard- 
ing the economic Impact of CBE. The reasons are quite clear. While CBE is 
a well understood educational concept. Its implementation by institutions or 
how it is. utilized by individuals is quite varied. Obviously the level or 
Intensity of involvement in CBR varies substantially from one institution to 
another and perhaps from one time to another. For individuals CBE can mean 
no educational programming changes; educa t iona 1 . p r ogram changes with or 
without acceleration; and a number of other possible consequen -es to the 
■point of. unde.rgraduate degree completion ,'nd beyond, all with different 
financial implications. 

Moreover, it is not hard to imagine changing the question slightly yet 
ever so significantly. Instead of what is the economic impact of credit "by 

examination on institution X - could we not ask, what could be the economic 

\ . . • 

Impact of credit by examination on institution X? It is cotjceivable that 

the latter version of the question might be the more important one at a time 

when colleges and universities are examining all possible strategies for 

dealing with the shrinking traditional college going age ".roup. 

Ue' can be guided toward some' conclusions regarding research on the 

economics of credit by examination by considering the College Board's role 

v'ls-a-vis that of individual Institutions. While there may be several 

criteria, the following suggest themselves as being particularly pertinent: 



Since CBE policies and practices are determined at the local institu- 
tional level or in state systems, the College Board should assist insti- 
tutions i-n the devel opmen t , implementation, and evaluation of such 
policies and practices. Obviously the criterion 'implies a concern for 
the economic impact of CBE policies and practices. 



b. ^ince higher educational institutions, policy makers, and the public at^ 
large, identify the College Board as the sponsor of the major programs of 
CBE, it is reasonable to anticipate thrnt these groups wjill turn to the 
College Board to advance their understanding of issues regarding the 
economics of CBF even though these issues' may be local Inst i tjjj;^^-cu[ia 
issues. The second criterion concerns how the College Board can fill 
this role effectively* 

Acceptance of, the first criterion would call into question any Colliege 
Board research e f f or t s ^vhe r e the objective would be to seek a definitive 
answer in one Institutional setting that could be applicable to other 
settings. Giv^ tiie variability of all the considerations that can shape 
the economic impact of CBE in Institutional settings, it seems unlikely that 
it would be possible to conduct case study investigation^ with the vieO of 
pooling results across institutions or dev^oplng data that could be , gen- 
eralized to other cases* However, the first criterion does, suggest that a 
very useful and Important research role for the College Board would be to 
develop analytic models and to r!ake these available to Institutions that 
wished to undergrid their policy development with local data. Such analytic 
models would need to be characterized by sufficient flexibility so that the 
uniqueness of institutions could be taken into account. Kendis suggests 
three efforts to develop models and his suggestions are repeated here- 



I . " A Model t^^ Keasure Internal Enrollment Impacts of APP and CL EP . . 

As a service to users, a computer based model should be developed to ^^1^ 
colleges aad universities monitor the enrollment ramifications of crediting 
programs. Components of the model would be: - ^ v 

a. Historical patterns of APP and CLEP awards and department specific 
enrollments. ' # 

' b Up to date tally of »u r r en t\ enrol Imen t s and awards by discipline* 
c. Projections of admissions pool^credit applications. 

y V • .. . 

• - ■ 18 . 



d. projection of under utilization of faculty or sxaff shortages by 
department. 

For larger universities, measurement of graduate course enrollment would be 
part of the model. For smaller schools, an eye on the -local 'competition 
would be worth the modeling effort."' 

II, "Model to Measure the Needs of Credi t By Examination Stud ents* 

<• 

1. The financial aid component - since many students in APP ai\d CLEP do not 
fit the standard needs analysis pattern, new tools to provide financial 
assistance should be developed. 

2. Student Servicas - at what level of enrollment do residential require- 
ments of a student body change? Is ^additional parking warranted? Must 
counseling'' services expand in the future? 

By institutional type, a 4>odel can analyze enrollments to project these 
service needs and their costs. This model need not be computer based, but 
merely fit standard analytic tables." ^ \ 

III. "A Summary Analytic Model to Show Total Costs and Budgetary Impacts of 
Credit By Examination on Institutions . , 

Inputs Outputs 

enrollments physical plant costs 

crediting%6licy net tuition effect * 

•staffing requirements and personnel cost 

allocation policy ^ 
administrative cost algorithm ancillary benefits (recruitment model) 

aid policy additional services 

Thr object of such a model is to analyze, for each category of institu- 
tion, the optimum crediting policy - not so small as to lose competitive 
advantage and incur negative good will, but not so large as to disrupt 
faculty allocation and demand excessive services 

Refinements in the model could come with time, but an obv i us goal is to 
stimulate limited or extensive credit policy to study financial impact - 
More than a heuristic device this n\odel could serve an institutional plan- 
ning role for a college or university.*' 



Of the three modeling exerc . es propose4 by Kendis, the third has 
probably more un:'versal applicability to the interests of a broader spectrum 
of institutions- Therefore, it might be given priority. It would, also seem 
helpful in developing this model, if especial attention was given to the 
needs of small liberal arts colleges. These institutions are less likely to 
have the resources to do the conceptual work implied by this kind of model 
building- Further many of these institutions are eyeing carefully the adult 
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.tudent pool as ^ne of their .reas of future service, development. The 
problem of crediting previous adult learning therefore .looms as a special, 
problem in these Institutional settings. It is difficult to sense a general 
cost 'range for this pro.lect. Kendi. placed it around 519.500 but he presum- 
ed dat'a to be available fro. a survey for .which he cited costs of about 
$9000 to $33,500 and several significant elements of costs were not included 
in chese figures. By trying to interpolate Kendis figures, the author of 
this paper approximates these, costs as falling roughly in the range of 

« 

$45,000 to $75,000. . 

Wagner also offers a recommendation that is germaine to the crite- 
rion of the college Board assisting institutions In the development, 
implementation, and evaluation of CBE policies and practices. Wagner's 
Study NO. 1 promises to assist institutions or state planning groups by 
Simulating participation in CBE and thus being able to report what might be 
the anticipated student tuition savings and increased earnings, or the lost 
institutional revenue, or the public subsidy savings. Thus Wagner offers a 
suggestion that attacks the question what could be the economic impact of 
credit by examination given certain assumptions and conditions. Wagner also 
did not provl... a total cost figure. However, the author of this paper 
interpreted Wagner descriptions of the study as being roughly in the neigh- 
borhood of $10,000 ^tven his assumptions about the professional and support 
staff time that might be required for Its execution. 

Acceptance of the second criterion identifies a somewhat different 

packet of research concerns for the College Board. The second criterion 

raises such c^estions as how can the College Board help institutions or 
^educational systems to identify and clarify the issues they should be 

encouraged to proW on their campuses, or within their educational systems? 

Further, how can the College Board encourage the development of broad 
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societal perspectives on the economics of CBE. The second criterion also 

anticipates that the- College Board will be looked to for comment, criticism. 

perhaps endorsement under certain circumstance.s , of findings and consluslons 

of research conducted on the economics for CBE* 

The research roles suggested for the College Board by the, second 

criterion are two fold* By all means, the College Board should encourage 

the interest and involvement of educational economi tn in theoretical and 

practical concerns for the economics of credit by examination. In this 

regard there is a very fortunate byproduct that could be the resul;: of the 

study reported here. That is, the report prepared by consultant Klees 

contains the basic ingredients for two papers or articles. In his report 

Klees has demonstrated a talent for translating many^of the intricacies of 

economic theory into words that convey meaning for those not professionally 

. ■ ♦ 

schooled In economics. It would be useful to encourage Klees either to 

write for the Co llege Board Review or to be featured at a College Board 

National Forum. Ano ther possibility might be the colloquium being planned 

by College Board on credit by examination. In this regard he should be 

asked to highlight, mainly for educational administrators and policy makers, 

the ways that different economic paradigms give rise to different issues 

regarding the economics of CBE. The purpose to be served by this paper 

would be to increase the awareness of administrators and planners of the 

complexlLy of economic issues in CBE in the hope that they will become 

better informed and more questioning of analyses that are inadequate or 

incomplete. Tlie second paper or article that Klees should be encouraged to 

write would be one addressed to professional economists with the objective 

of encouraging .them and their graduate students to investigate various 

aspe^its of the economics of CBE, This paper should be publishable In 

journals of American Economics Association or American Educational Research 



Association. Wagner and Kendls may also have material for articles In 
professional journals. Therefore, If they could like to draw upon the 
papers they produced for this report. It Is recommended that they be allowed 
to do so^ 

Th^ second criterion suggests a further research role for the College 
Board beyond that discussed immediately above. The College Board needs to 

set the stage for, and make possible investigations of the economics of CBE 

y 

that transcendy'the data available to a particular institution. Tl^e consul- 
tants, for ej^ample, commented on the fact that relatively little systematic 
information is available regarding the behavior of candidates who partici- 
pate in CBE. These gaps in our knowledge run the full gamut of how', CBE does 
or does not Influence a student's choice of college, how CBE influences the 
educational programming of students, how CBE influences the -time students 
spend completing degree requirements, how "CBE influences educational deci- 
sions and career outcomes beyond the undergraduate degree, whether questions 
such, as these are answered differently for participants in the APP or CLEF, 
and whether questions such as these are answered differently for different 
categories of students such as traditional college age youths, mature 
adults, women, minorities, etc. The import of data of this sort can be 'seen 
in the consultant's observation. about the reported savings in Florida due to 
CBE, where the issue turns on whether CBE students do indeed shorten their 
degree completion time significantly. Implied here is a need for a data 
base of significant Information derived from a longitudinal study of CBE 
candidates. 

Studies two and three of the Wagner report (1) and the first study (2) 
of the Kendis report could be a nucleus for developing the kinds of student 



(1) Students Response to CBE Options and Students Outcomes. 

(2) Follow-up Study of CBE Students. 
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behavior Information that would seem to be useful for the College Board to 
have available.' However, neither consultant was sufficiently explicit for 
this author to 'reconunend the development of either set of suggestio. into a 
full proposal. Further discussions and clarifications wLth Wagner and or 
Kend is would be a profitable intermediate step prior to a decision to seek a 

» * ' 

full proposal. What should be sought by way of research is a study or a 
coordinated set of studies -that would provide a broad basis for understand- 
ing how CBE candidates differ in their behaviour from non-CBE students in 
terms' that are educationally-econoraically ^gnif leant . 

With data from such studies in hand the College Board could contribute 
materially to advancing^ understanding of the economics of CEE. These data 
would make It {Jossib'le to delineate "specific issues that Individual institu- 
tions might wish to investigate on their campuses. When published by 
College Board, these data would also make it possible for institutions that 
conduct local investigations to have some sense of whether they were focused 
on typical or very unusual circumstances of CBE. These data would also make 
it possible for the College Board to advise institutions on the likely 
applicability to their, situation or research completed elsewhere. 

It is difficult to provide a general indication of the ^ anticipated 
cost -of such a study(s) - Apparently there are considerable flexibilities 
in design. To interpolate the consultant's rough estimates to try to nail 
down the end-points on a cost range is difficui However, it would appear 
that expense in the range of $75,000 to $160,000 for work to be conducted 
over about a three, year pmriod is likely. 

What to do about the consultants' recommendations which have not been 
covered by the above discussion? The.se include: 

From Klees: The general notion of encouraging a diverse group of educa- 
tional economists to tie into a common data base for the 
conduct of specific studies. * 



From Kendls: (a) A study of the effects of an inf o rma t ion i*progr«tD t cm 

participation in APP and CLEP, 
(b) Institutional Surveys conducted at the departmental 
level • 

From Wagner: Institutional-Faculty responses to CBE, 

These recommendations cannot be dismissed completely. Each suggestion 
seems to have some merits • However given the two criteria for identifying 
College Board's relationship to research on the economics of CBE, the 
Bug^ations offered by the consultants whith have not been covered by the 
detailed discussion of this section of the report would seem to have a 
lower priority claim on the College Board's limited resources for research. 
For this reason the author of this report does not suggest that the College 
Board, itself, follow-up these suggestions in the near future. 

One further conclusion.. It is clear that this iirst phase of research by 
the College Board on the economics of CBE has Identified three thoughtful 
and interested economists who can contribute to the College Boards By 
design they have operated independently of each other* It is recommended 
that an effort be made to harness their talents in a collective effort. 
That is, it is recommended that a meeting be arranged of the three consul- 
tants, and appropriate College Board and ETS staff. The agenda for this 
meetlngwould be to develop a College Board long term research strategy for 
the^tudy of the economics of credit by examination. This report, including 
the three consultants' . papers would become background materials for such a 
meeting. A deliberate effort should be made to make this a working meeting- 
It might extend for 1 1/2 days. The first half day would be focused on 
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^j^ackRound and an open, discussion of the consultants' papers and this report. 

then the Rroup should be divided ritosslbly Into two work crouns to formulate 

specific recommendations. For the last half day, the Rroup would again 

function as a committee of^ the whole to consolidate recommendations into a 
ft 

single strategy statement. 

If this last recommendation is accepted, it would be useful to include 
in the group Dr. Douglas Windham, co-director, NIE-Education Finance and 
Productivity Center*- located at the University of Chicago. He was approached 
to serve as one of the consultants for this project. With regret he de- 
clined because the assignment came at a most inopportune time. He was in 
the throes of organizing the Center. However, Dr. Windham was quite clear 
in expressing his strong interest in the problem ahd in suggesting that the 
resources of the Center mij^lt be useful to the College Board. 

Further if this recommendation is accepted, it will be important to 
keep the s .ze of the meeting to a small number. The author emphasizes that 
this meeting is seen as a working committee not only to generate general 
advice and counsel but to advance specific and practical recommendations. 
These objectives would be most difficult to attain -in a large meeting* 

To summarize, the following recommendations have been offered in this 
section of the report: 

1. That steps be taken to encourage the community of professional educa- 
tional economists to undertake studie-; of the economics of credit by 
examination. 

2. That steps be taken to acquaint educational leaders, planners and policy 
makers with the complexities of the economic issues in CBE including these 
issues that ^rise because of a diversity of economic paradigms. 



Ox 



■ 25 



3. That steps be taken develop analytic models that institute ona can use 
to conduct local Investigations of CBE. 

4. That data be gathered and published to expand our understanding of the 
behavior of CBE students and the institutions they attend In so far as this 
behavior has economic implications or ramifications. 

5. That a workifig meeting of the consultants who contributed tc this first 
pha^e study be arranged with the view toward developing a long term strategy 
for College Board research on the economics of CBE. 
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1. Despite continued and qrowing usc^ of credit by examination; 
quantitative analysis of its .-(Eects, coats, and beneCitr. demands 
a systematic and comprehonsivo study or r^evies of.Kstudies measuring: 

a) the behavior of participants in schr,- 

b) the impact on the institution? . 

c) the resulting impact on the live^ oi the studenu!5 

Most discussions and rccom^mendations in this report will refer to 
and develop components' for these follov/-up studies. 

2,. APP and CLEP, as delivery systems for the concept of credit by 
■ examination, ir.ay require added flexibility in their utilization both 
by student^-: and institutions. Future need ^r yet anothe^r delivery 
stnicturo may be apparent as colleges and universities recognise credit 
a^'nd placenent by examination as a powerful policy tool. 

3. The institutional costs'" and benefits of credit by examination 
are consi-derabl.e , yet often beyond the control of those administrators 
who foster the cci*.c£pt of greater articulation between a variety of 

•educational syL^cer-.s. In attention- to ''quality" and 'progra.n" con- 
sid.-atio.ns de-ands nhe devc\ToprQen t of institutional tools tc aid 
Hdministrators '-in measuring inteVnal financial effects of credit by 
6.xaminatio::,_ a's well as controlling these effects.. Likewise, iew 

'-tools to ma::;miv.e the use of APP data to dovelop new programs must 

1 

be a future consiaerat ion . i 

4. Despite early indications Lh^c public ^involvemen t in cred.^t by 
examination genprar.cs' coi^sidsrable savingG to the states, alJ 

fstigators ad^thc caveat that additional study is clearly 
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indicated. They -f oar that dec.lininq eniollments may deviate those 
"boom-period" savings , Thoy eilso admit to concerns of the academic 
conununity in the fic^ld of quality control. 

5* The* long range noedc of the non- traditional learner and divorsi- 
ficd educational systems must bt^ mot by credit by Examination as an 
articulation devic^e. Either the APP .and CLEP systems mu«t remain 
flexible, or comprehensive 'brcgrcims must be developed v/ith the 
knowledge 'gai.ied' through evaluation of the follow--up studies 
rccomrnended in this report. 
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Ijitrod'vict ion - A rucl:uro 1 _OvcM"VAi.e\v \ 

Neither higher education f Li'iancu^ nor the impMemen tat ion 

df credit by examinatiion policy. rs homoc^enoiis. Consider, if you 

> 

w/.ll, the standard ctelinoation of i ns Li tutiona 1 i^pe and control, 
(not includinq propriobary institutions) : 

Public Private . 



University 
4 - year 
2 - year 
communi ty based 

For purposes of discussioM one may categorize credit by examination 
prograuis by degree of * mn lemen tr.a l:ion : 

Us e . Ciep Use APP uge both 

1. Credit by score 

2. Credit b^y score and ad^Vi-Lional 
evaluation 

3. Placement only by score 

4. Placer^.ert only by score plus 
additional evaluation 

5. Conditional credit ii 
additional cour sework pursued 

6. Credit awarded but early gradu--' 
^ation not possible 

Thus each dincuosion in this report may contain 144 vaj-iants^ 
dependinq on the institution to which the prograni applies. To 
disaggregate even fur^^her, one must consider the individuality 
of the student* A gifted high school student, a r^iident returning 
from a year or moro awa/ ^ rom study^ a transfe^r student, a foreign, 
educated student, and an adrj ^. non^traditional student f^.acTt have 
individual needs for which a credit by examination progran will 
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differ. ^.ikcwiHe, thv financial impl icvi t i o.i;; Lo \>' d i «cvi.s!;0(l 
could bl.: coiu; i(lc«rf>(l to hriV(> mor*.' i.han '^i06 v.iricints all .subsi't;.s 
of the tc^pics- t6 be trt?ated. V_ 

For purpose*: of orqan i'/at ion, this roport will have the? 
followinu ' BOG t ions: / 

Articul(4tion \^n Hicjher EJucation 
Intern£il Fvna^'ncial Implications 
Shifts in Enrollment 
Teaching Loads 
^ * .Additional Student Services 

f Administrative Support 

Alumni Good VJill 
"Market" Advantacjo 
Financial Aid 
I^ecruitment 
' An Individuals Financial Concerns 
* '-^Incom^^s 
Costs 

Personal ^Jnrichment 
Tu i t ion Discount s 
Po] icy Effects 
Project Proposal 
Pub] ic Suppor t 

Current Practices 

• Accfiss and Choice 

• Employers and Public Policy 
^ Stufly Proposals 

Cost^ Quantification 
Delivery Systems 
Biblionraphy 

Ai^pcndix • ' 
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Cr('<lit l)y Ex.iiui n.\ I io.i .md llu' 
Isjiiu' c)1 Art iculat io:i 
In iHcjhor Kducation 

The litoratur. ropoL U i y declarer, the- nocd for empirical, 
qualitative benchmarks for the mear.urement of eo.nitive 
development throa.hout hiqher education. Sub-issuo. involve: 

- transitions from secondary to post secondary 

- transitions from 2 year institutions to 

4 year institutions , v 

- transfer among similar schools 

- adult evaluation 

- foreign r^tudy 

Tr.o growth of API' and CLEP programs underscores recognition 
of the nee.i for articulation, and thus many of the studies cited 
focus, on th...c cxa-niaation programs themselves. The goal of « 
programs applying those measures - efficient delivery of 
education without ^educing the quality of the education. Faars L 
of quality dilution. following from the notion of warding of 
-rheap" degrees, rather than the systematic translation of 
experimental le,-rning into formal credits. 

The institutional need for articulation in admission policies, 
curriculun. do«lopn,ent, and guidance and career counseli.ng is now 
an issue of 'wno should establish the structure?' and 'by what way?' 
The elficiency of large national testi. j programs has been 
measured agair.t th. e r f ec t ivenesr, of .n institutional eva.ination 
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proqram. 'rh»' <>l t hr idrnu : is to mluro cost *inr| lli^- l.'ili.'r 

i f J to CMK.iii'" c]u,ility. 'ri.ir. i^^poit fl()f\'; iu)t- i*i»:M)in:m'n(! tui <^xtiM)f; i ori 
of thiji diulofri'' Ik^jluu! iiiniplt' coi't ci^iw; i cic im I i on . 

Control of cjiiality ir; ii (|f>i.i I . 'V\\r •-.tiuly pro[)0.salj: will 
cn^pli.i*-. i iuo<'.!;ui i»[ii"nt o^ vo r i f i ^'a *, i oi! of that cjual.iVy. ilinco 
the tocus of thit. ri'[A)rl i;; r^:onoiinrr. by nalMrc^ tho v/ritor 
ci.ssunuis no traclo-offr; oxi' t Ik^Iwocmi qual.i ty and covt from fiU 
in^: t,i t ut i ona I per sf x 'c: t i vo . Acadc?in.ic: cpiality, for purposes of 
LJiir.; ci i scuTi.s i on , i;; .^;t:at ic* .nici confitant, as is the need Cor 
ar ^ iculat ioi' . 

r;hcthcM' or noi variouf; procjramma tic applications of credit 
by ^xa;n i ^ i on f.-chenia are c-o:' t - e f f cc I i vo or co^it efficient is a 
focu:» of t h i rc]>ox'[ . 
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Internal-7 

internal .Financial Implications of 
^ Credit by Examination 
to College or University 

'or purposes of this discussion^ one must consider a highly 
flexible credit jy eramination program ~ one which may vary from 
year to year and from department to department. This report intends 
to promote the development of this flexibility as 'a policy toolr and 
discuss the financial implications which follow. 

1. Shifts in Enrollment . Fields of specialization, though 
not always known at matriculation, may become overloaded or suffer 
too few students if attention isn't afforded the enrollment 
implications of awarding credit by examination. The financial 
burden of hiring additional academic staff in one field while 
underutilizing tenured faculty in another is certainly measurable. 
One may also associate the choice of area of concentration with 
earlier credit by examination eligibility for purposes of: 
a) planning manpower needs ^ 
hj shifting crediting policy 

2 T eaching Load and Faculty Tenure , VJith tenured faculty 
as a fixed cost, colleges and universities may find a need to 
accelerate eligible ?otuc"ents into those courses most suited for 
the teachiiig skills of the older faculty members. This variable 
teaching load could either be arialysed ex post^e ^ or anticipated 
with a policy change. As always, the maintainance of academic 
quality would not be the issue, only a^ college or university's 
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recognition of cognitive skills. 

^3. Additional Student Services > VJith added credit by 
examination, the non- traditional learner may indeed comprise 
a greater portion of the student body. As noted at the 1977 
ACE^annual meetings (address by Susan Rink BVM, President 
Mundelein College), the added interest in evenibg hours 
necessitated extending the hours which all student facilities 
remain open. Registrcir, business office^ security, custodians — 
all were needed as the student population shifted to more and 
more non^-traditional students. 

Career planning and placement services assume an added 
dimension v/ith more non7tradi t ional students. Even an cudditional 
service curiiculuni in learning strateg.ies is now a nec*::ssity. 

4. Support for Credit By Examination Itself . Administration 
of student data, evaluative material ^ test scores, and historical 
records will increase directly with an expanded crediting program. 
Institutions must anticipate these costs, as well as the time 
necessary to make thouyhcful decisions. In the case where the 
APi^ and CLEP programs are not adequate for the institutions, one 
must then calculate the development and supervising of additional 
testing" m.atetials. This area is most sensitive to disaggregation 
by institution type and area of study; for many smaller speciality 
schools or department 'm£:y iieed to do their ovm evaluation. 

5- Alumni Good Will - As A nenefit With Rewards > One must 
state the obvious that a good credit by examination program v/ill b 
looked upon favorably by graduates of the instituticn. To qualify 
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the positive influence on aluinni or even corporate giving to the 
institution and then to isolate that share of giving attributable 
to a crediting program seems tenuous at best. ut alumni giving 
studies are few and far between, and with future fiscal pressures 
mounting for colleges and universities, they will need the help 
of all of their former students. 

6. "Market" Advantage in Higher Educatio n. One category 
of utilization not enumerated in this introduction includes those 
institutions who do not recognize credit by examination at all. If 
one were to consider the "market" from which each institution draws 
its student body, it -is obvious the eventual comparisons of 
institutions who award credit and those who do not will be part of 
the acceptance process. Anticipated costs could be reflected in 
increased net trans Cer loss Cby department) or diminished admissions 
yield. An ever-irrreasing phenomenon is "slippage" in admissions, 
or the diminish'^^.d number of ^>tudents who actually martriculate each . 
fall as opposed to those who say they intend to enroll. Since the 
summer is the period when credit by examination occurs^ those 
institutions ignoring APP or CLEP will be susceptible to an increase 
in "summer slippage". . 

- In ternal f inane ial Aid Implication ' f Credi t by 
Ex an i nation . ^ 

Without empirical evidence to either sufjport^ or refute 
hypotheses concerning the financial needs of credit by examinaLion 
participants, one must consider at face value these rather extended 
siipposi tions : 
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1, APP participantG are, in the majority, 
from socio/economic backgrounds with greater 
available resources for higher education 
expenditures, either through personal and 
family assets, or by qualifications for funds 
awarded to cognitive skills* 
2* CLEP participants are independent and 
have above-- average means or access to capital 
to finance their educational costs. 

3. The admissions and recruitment functions 
(sic. marketing) in colleges and uni\fersities 
may find credit by examination candidates a 
ready and willing market for their efforts. 

4. One subsequent effect of additional APP 
and CLE? participants in the student population 
should thus be diminished financial need. 

That portiox^ of a student aid budget which impacts 
institutional funds — either through direct awards or through 
administrative costs should diminish with additional credit by 
examination stude^nts. 

Transfer admissions, often a pool of applicants with 100% 
of the students needing evaluation, wi].l carry the same financial 
aid impact, but to a greater extent. 

By targeting efforts toward APP and CLEP students, en 
institution can slow the growth of financial need while 
continuing policies emphasizing quality and admission without 
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consideration of ability to pay, 

8. Credit bV Examination As a Rccruitmerlt Device > Credit 
by examination as a college and university recruitment device is 
undoubtedly the least explored and perhaps the most potentially 
profitable dimension of the program. Literature on the suJoject is 

non-existent; the utilization of credit by examination in recruit- 

_ _ I 

ment techniques and publications is rate and limited in scope. It 
is clearly virgin and, fertile ground .for cultivation. 

The Advanced Placement Program offers recruitment 
opportunities at two levels: the obvious post-initial contact 
etiticement and the less apparent use of the program to identify 
top students and secondary schools. Any college or university , 
which participates in the -vAdva^nced Placement Program can easily 
and inexpensively pr^esent information about it in their publications ^ 
noting its relative advantages in such a way as to convert it into 
a recruitment de\^ice . The first step, assuming that the institution 
has developed a cohfirent and comprehehsive Advanced Placement 
policy, is to investigate the AF policies of competitor schools ^ 
so that it is possible to differentiate it from theirs (without ^' 
direct re^c^rence, of. course). The njsxt step would be to develop 
an Advanced Placcir.ent brochure which would he sent to all applicants 
or admitted students who are involved in advanced placemi^nt programs. 
By including a question regarding participation in the program in 

the admission application, they could either bv-hand-manaxr^d or 

computerized (depen^ding upon the size and resources of the = 
admissions office concerned) . Admit letters could also be 
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personaliz^sd to include a paragraph regarding the opportunities 
available to AP students at the institution. In order to maximize 
the recruitment opportunity presented^ a follow-up study should 
be undertaken to determine what the short and long range 
advantages of involvement in the program have been to the 
participating students at the institution concerned. 

Another possible approach to post-initial contact recruit- 



ihent would be to develop an on campus program for Advanced Placement ^ 
students which consists of more than credit award and placeifient 
policies. Depending upon the nature of the institution concerned, 
the emphasis could be upon early graduation;, early entrance into 
graduate study at the same institution,, enrichment, research oppor- 
tunities, or some combination of the preceecling. At least, the 
Advancer! Placement program could be integrated, to seme degree, 
into an- existirtg general honors program, since the studont overlap< 
in the two programs would undoubtedly be significant. 

The key to the approach to Advanced Placement as a post- 
initial contact . recruitment device is knowing your own and, your 
competitors' policies well, maximize the possibilities of your, on 
campus program and insuring that your contacts and applicants 
share that knowledge. The limitation of this approach is that is 
is inactive. However, a further use of the AP pifogram could be as 
a device to identify top students and schools. One coxrld . target 
AP high schools for recruitment by requesting a list of ^either 
the 3939 schools, involved in the . program or , say , the 100 schools 
producing the largest number of successful (by score) AP students. 



ERIC 42 4 w 



^^^^^^ Internal - 13 

The recruitment possibilities here are numerous: one could 
correspond with the guidance counselor -,and/or AP teachers and 
coordinator regarding prospective candidates and AP opportunities 
at the college concerned; one could seek out AP classes to address 
during school visits, one could invite AP classes to cainpus^^(fpr - ' 
programs/ etc. Participation in an AP program could also lilecome a 
criteria for competitive rankings of high schools by colleges, 
along with average SAT's and percentages going on to college.. 

Although it is not currently possible to do so, if ETS 
could make available the names and addresses of students who took 
AP Exams in May of the junior year, by score, colleges ar^d uni- 
versities could contact the students in whom they were interested. 
The najor problen in using AP as a recruitment device; is that most 

students do not take cheir AP exams until May of theii: senior year 

I 

; 

in high school, long after both they and respective admissions 
offices have co::npleted their deliberations and made their choices 
The availability of junior year exam scores, similar to the CESB 
Search approach, could ameliorate the situation. 

The College Level Examination Program presents a similarly 
large number of recruitment possibilities. Here, again^ there ^re 
two levels of response. - reactive and outreaching. Certainly^ 
information about participation in the CLEP program, or existing 
credit by examination possibilities could be pro\ ded In the 
-recruitment litera bure . Indeed, the Florida legislature requires 
Fiforida State colleges and universities to include information 
regarding the CLEP program in all of it^ publications. Furthermore 
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the use of lists of Cl^P exam candidates could be published, 
should studies indicate that a signfiicant rrumber of" students 
took the exams be fore a|?plying to 'college. 

The largest sin^fie group ^of CLEP participants are in the 
eirjhteen-year old category, not the "adult students^ for whom the, 
program- was developed. Certainly any policy which provides cred." t 
to these students on the basis of CLEP scores or alternate testing 
devices' could be mentioned in the institutional recruitment 

I - ' 

I 

publications. The issue of mark^t^segmentation is brought into 
focus by this group, however. There is some disagreement about 

i 

whether i traditionally educated eighteen year olds should be allowed 
to take! CLEF examS/ or it additional AP courses and exams should 
be developed to covoi: the newly emerging courses in the high 
school .'curriculu:n- Indeed, we need to study whether the AP and 
CLEP programs are 'app<:?alJ ng to similar or different groups of 
students and institutions. It is critical to' the whole future of 
credit by exairiina-cion that we separate the prograrfis if that i3 
how they are perceived, merge them if that is appropriated or 
develop alternative testing devices if that is indicated. 

Finally, tnere is ojie i^nher^-^nt danger in using credit by " 
examination as a recruitPent tool which should be outlined. One 
must be cautious not to dilutf^ the quality of an i.nstitution ' s 
educational level or to jeopardize its reputation,, by succumbing 
to the temptcition of "buying" students by "giving" them -credit 
for lower scores ^( especially in order to bettier a competitor's 
offer. A^ possible solution to that problem would '^be to have an 
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office in th6 institution, separeite from the admissions office 
and, under faculty supervision/ handle the development of policy 

and the awarding of credit. It is important tc remember that if 

* .** ■■ ... 

the, cj^edit by examination policies tarnish the college or uni- 
versity's reputation, the benefits of using credit by examination 
as a recruitment device are more than negated. 



/ 



An Individual's Fir.ancial Effects 
CrediL by Examination and Returns to 
Investment in Human Capital 

Returns to investment in human capita:^, in the standard 
formulations, behave proportionally with some measure of "quality" 
and inversely with a quantification of "cosi:". To thf individual 
student, then, a credit by examination program, whether an input 
of enrichment or accelera^>^c)rf7~'will increase the return of his 
investment in himself-. ./Precision in these measurements is a 



project for future- consideration/ for "quality" and resulting 
income or satisfaction now assumes a new dimetision v/hen we 
manipulate time and cost. Cognitive development to induce an 
individual's income was of ten .assumed to require a rather staiic 
input of 4 or ir.ore ysars at a tuition ^ "price" and th.e opportunity, 
cost of foregone earnings for that same four or more years. Kxth 
an accelerated stady program, these costs components are both 
reducod -- price, if less costs are incurred; and foregone eaimings, , 
if the student: either accelr-rated his entrance into the labor 
market or avails himse.lf of the opportunity to earn dur4.ng his . 
studios. Most important is the formulation for the adult or non- 
traditionaJ. learner, fcir v;hom the' foregone earnings cost is a 
greater impediment to a return to schooling. 

1. Effects on Incom es: The author cf this report does not 
support the often popular notions concerning diminishing returns 
to investments in higher education. S tandard ■ measurement difficulties 
cloud the issue in the° current literature, but when isolating the ' 



ERIC 47 



students participating in crodit by examination programs, the 
Results are quite clear: 

- The talented student attaining credit and advanced 
placement enriches his or her studiesand entrance 
into, professional training. Earlier and greater 
Advanced training gener^^s wages and salaries for 

thes students, particularly compared to their incomes^ ^ 
without consideration. 

- Adult learners in pursuit of a degree often do so 

» , ■* 

out. of an employer-^;-nduced motivation in the form 
of an income increase. 

- Spouses enrerj.ng studies may enter the labor market 
where they had not participated in the past, - \ 

- Retraining or career changes, either to avoid a 
dec] ining field or pursue a new endeavor should 
certainly ^cxporience greater incomes. 

2. Effects on Costs , Absent in the human capital 
arguement in the . literature is a discussion of the impact of 
education on personal .finances. Whether the student is an 
adult who tahes a course in consumer practices or a potential 
health professional finding the time to Study investments — 
the effects of additional education will be an increase in the 
individual's ability to handle his own incomes,^ expenses,- assets, 
and. debts- Again, the credit by examination student provides 
an isolated group of students for whom this behavior is typical • 

3-. Personal Enrichment. Job satisfaction that qualitative 
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measurement which has thus far escaped hard empirical measurement, 
is often a motivation for credit by examination students to enter 
a study . program. The economic effects are tangible, in that a 
person who seeks this degree of "satisfaction'* may spend funds or 
time in its pursuit. Enriched or accelerated programs of study 
must, in the larger view, increase the in^ierent quality of the ^ 
individual's life experience. 1 

4 . Quantifying the Student's Benefits --As a Tuition Discount 
To transeend the variety of programs and applications of credit by 
examination, and to hold academic quality as comparable from one 
institution to another ceteris parabis the "discount" awarded 

to students is the difference in tuition charges incurred to attain 
the degree or complete the program of study. If there is a time 

« 

component, then living expenses for the period saved due to 
accelerated studies must be included, net of travel required or 
additional charges. 

Discount to Student = hypt^thetical cost of studies. 

accelerated tuition costs 
+ savings in living expenses ^ 

additional expenses (child 
care, travel) 

This is a budget calculation involving alternative choices of 
educational programs offering credit or no credit by examination. 

5. Dissemination and Credit by Examination Policy . Important 
in the analysis is not that a discount exists, but that the 

'individual student would do when or if h? knew of this discount. 



Again, this writer places greater iiaportance cn the entire program 
surrounding the credit by examination system. For any given 
institution there exists optirn'om dissemination, recruitment, and 
counseling strategies best suited for students. Successfully 
implementing one component of the program — awarding of credit 
v/ithout counseling students may impact that students ability to 
tahe advan':age of the program. 

Pro ject Proposal 

1. .,As a component of the follow-up procedures for credit 
by exf«;nination. students, a measurement of costs and incomes of 
participants surveyed v/ill yield some standard pr ' terns or nij^dels 
of the effect of creait by examination. 

2, Surveys of institutions will outline standard dissemination 
policies, and the effect of these policies on the experiences of 

the students in these institutions. 

3, With participation of career planning professionals, 
additional models or concepts must be developed to envisonage 
all possible uses of credit by examination to enhance a person's, 
career path. 

4. These concepts can be assembled into three types of 
documents: 

a. A guide for students to be a part of the 
APP and CLEP service. This^ guide will 
focus on the economics of credit by 
examination and its practical applications .. 
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b. Preparation 'bf analytic tools for 
institutions to use when studying or 
surveying their ov;n student populations 
or potential student markets. These 
models would show what educational and 
training needs apply to their own programs • 

c . Preparation of outline dissemination 

materials for the schools themselves 

to utilize in a complete "program" 

approach to crodit by examination. 

These guidance materials would, again, 

emphasize the economics of enrichment 

and acc3leration of programs of study. 
( 

The above proj^etis not in the scope of the study recom- 
mendations\f th\s^T^/ort (see section of studies), but follow- 
from the discussior. of issues. 
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Public Support tor Credit by Examination 

1» Current Practices , 

This discussion is predicated on the assumption that the 
fundamental aim of government involvement in education, whether 
at the city, county, state or national level, is to produce the 
best education for the lowest cost. It is the combination of 
quality and economy which should guide public support for credit 
by examination not a concern for maintaining a bureaucracy or 
filling classrooms - 

Clearly the governmental interest evidenced to date in the 
College Level Examinotion Program has been largely, if not 
entirely, by 3tatG governments, and their intent has been uniform - 
to reduce costs to taxpayers. Furthermore, in cases; where state- 
affliated colleye or university administrators arr discussing the 
merits of the CLEP urogram, they too stress the economy of the 
program, as compared to classroom instruction. But, is that the 
only laeasure of the economy of credit by examination? 

The State of Florida is by far the loader in public support 
for credit by exar^lnation; indeed , a 1973 state statute requires 
each university in the state university system to offer CLEP 
examinations (or their equivalents) at least once a year and to 
give full credit for satisfactory performance. Thomas E. Furlong, 
Jr., who ju:5t coiaplGted 3 dissertation for \/hich he surveyed 
Florida collet • and university administrators, found, among 
other things, th^7.i: they feel that both the state and the 
individual studr-nts v/ere saving money because of their involvement 
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in the CLEP program. Furlong questioned the correctness of their 
perception, because he fears hidden costs, as well as a tendency 
amonq students not to use the CLE? credits to graduate early. 
He is pleased chat the stato is reviewing the whole issue in 
order to develop more sophisticated legislation. 

Adrainistrators from the^ Illinois Community College Eoard, 
the City Colleges of Chicago and the University of Illinois ho'^c 
all presented papers v;hich extol the virtues of credit by exam- 
ination as a state tax dollar saving device. However, each of 
^them indicates a need for more definitive research in order to 

V, 

a'ksess the impact of credit by exaiaination on institutional and 
staVe finances. Stailinqs, M oanoni and Heil, of the University 
of Illinois, a?..so call for tet;t validation. Indeed, a hint of 
fear for quality dilution i . ■ .r ible in every piece. 

Based on t^:e state of f " ' i i < -a' ure one can only assume 
that, some stages -nd st^te i l i tu Lions nave fallen prey to the 
lure of a fast buck. ' Ef. i_ torn >vi -his ir- Jirnmy McCluskey's 
description of CLEP at Ar. asas S.ate University. He gleefully 
exclaims that because ASU j a nationr.l test center and is 
•cherefo»-e reirr^buraed by ETS for most of the costs of admin Ie term- 
ing the program, credit by c va.nination is quite nearly a 
boondocj.jle. It is certainly time to question these assumptions, 
X^resumption s and simplistic cost analyses. 

New York State has become involved in Llie most extreme 
form o.- credit by examination in its Regents External Degrees 
and Empire State College, neither of wliich "schools" have campuse 
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graduation can bo accomplished solely through credit by 
examination and transfer credit. As the furthest extension 
of the credit by examination concept , these programr. provide 
fascinating research opportunities. Another New York program. 
Project Advance, adds still another dimension to the articulation 
of. high school and college, as an alternative to the Advanced 
Placement Program. Syracuse University and New York State have 
developed this special program which permits high school seniors 
to take courses in the high school setting but sponsored by the 
University - Sinilar programs have developed in California, 
Connecticut and Utah, as well. These high school college 
cooperative programs seem to have developed in lieu of public 
support for the Advanced Placement Program. Only Pennsylvania 
(1963) and Ohio (19&4) have dabbled in recommendations regarding 
Advanced Placerr.ent programs in state secondary schools; nothing 
of substance se3r.3 to have resulted from them. It is probable 
that one factor' :n the lack of public" support of the AP program 

that it is perceived, primarily because of necessarily reduced 
class si-.e in 7-vP -curses, to be more expensive than regular 
honors pro-rams. One is unlikely to unearth a single study 
whxch quertions th^. quolil^ of the Advanced Placement program, 
howevc^r, and is well accepted by even the most selective 
colleger, and upiver.-J.t ies in the country. 
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2. Study Implica Lions . 

The question of financial implications at the state level 
caused by credit by examination requires a thorough cost analysis 
by institutions and by states as wholes, investigated via surveys. 
We may .well be surprised by the resul t. CLEP may not be as 
economical as all have assumed, if students are not utilizing it 

4 

to graduate early; Advanced Placement Programs at the secondary 
school level may not be as expensive as currently thought if AP 
students go on to state or state aided colleges and universities 
and use their AP credit to accelerate their undergraduate degrees. 
Further nore, the impact of the declining birth rate must be 
factored into bhe costs/benefits of credit by examination. Under ■ 
enrolled comr?unity colleges may not be as receptive to CLEF; 
smaller class sizes TnEiy make AP programs more feasible, A 
recession econoTiy and a declining birth rate present both 
difficulties and exciting challenges to th3 educational profession 
Using credit by examination as a catalyst, perhaps we can approach 
the futur innovatively and increase the quality of education 
while decreasing its cost, not despite but because of fewer 
students.. 

3. Pub lie Poli c y and The I ssues of Access and Choice in 
Hi^he^r Education . 
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Although'-to date the states who develop, sponsor, and 
promote (but mostlV^bsidize) credit by examination do ao with 
^ large scale, major programs. Often motivation is cost savings - — 

sometimes attention to the adnlt learner, but somehow negated in, 
the discussion is the longstanding public committment to increasing 
every individuals access and choiceP" possibilities in higher 
education. 

One need not hypothesize cases of individuals (often 
labeled "non- trarU t ional " ) ,who feel that they are not eligible 
even for admission- to much less aid for higher educatioii. The 
goals outlined in the FIPSE project Ma king It Count , of reducing 
informational inefficiencies are applicable to credit by exam- 
ination whore 'Clear ly* the existence of these credit programs 
enlightent^ potential students as t their niatriculation^ and/or 
aid elicibility. ^ . _ • 

4 . Snad y Propos al , 

When does credit by exi.niinrition access and choice, and 
by how much? Surely, blve follow-up study can include questions 
to measure vliat percentage of credit by examination participants 
v;ere enlightened or inTormed of admissions and aid eligibility. 
More iiriportcintly, a sample or sa'.nplos of no n partic ipnn Lc could 
certainly indicate the nf^ed^for credit by examination programs. 
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The most obvious public role could be for dissemination 
of the concept of credit by examination. Were the general 
potential non-traditional population fully aware of credit by 
examination, then the public responsibility is met. It is not 
within the scope of this report to propose' inquiries into puMic 

attitudes, but surely a major public program in credit by exam- 

\ 

ination would include such a survey. 



5. The Unemployment Benefit to Higher Educatio n - 
Arid the Role of the Employer And Public Policy . 

Public policy notwithstanding, _,i.r.:reased unemployment in 
any given economic sector generally induces increase -enrollmsnts - 
either for those unable to find a job or those unqilling to enter 
the labor market v;i Lhout the added "edge" they feel more education 
win give (see Steven Dresch "The Unemployment Benefit To Post- 
Secondary Education'^ I.D.E.S. New Haven 1976) . 

Employers, like-wise, often utilize slack periods to offer 
additional training opportuni ties ■ to employees. Since transfer _ 
payments are ofzcn borne by emplo^^rers anyway, one financial 
impact of an economic downturn coUld be increased enrollments — 
if the study programs were availabrjle and well knovm. 

Interaction between schools offering credit by examination 
and employers to tailor programs to meet professional needs as 
well as accelerate studies to abtract students who other wise 
would be counted as unemployed should b^ a goal of public policy. 
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An effective use of tax dollars could proniote this interaction 
through; 

A. A study showing the relative cost to 

the emi,>loyor of laying off and rehiring 
(and often retraining replacement) 
personn- T as opposed to their entering 
a program ol study while working full 
or part-time. 

Public efforts at increasing this type 

of interaction between schools and employers- 
C. Public subsidies >t;o retrain marginal 

workers who might take cidvantage of credit 

by examination . 
The above discussion certainly considers the project 
surplus of elementary and secondary teachers as ai prime 
candidate for public support for credit by examination. 
Althouoh this is a manpower allocation issue, certainly 
public education inducements, subsidies, or infd^a^ion 
dissen^ination p?:cgrauiS would focus on the use of credit by 
examinat ion . 
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A . A Fundame n tal Follow-Up Study of Credit by Examination 
Students , 

The preceeding sections on articulation, public support, 
internal institutional effects, and personal economics demanded 
additional empirical evidence to quantify cost, benefits and 
behavioral implications of credit by examination. This section 
delineates those areas pf investigation under, the scope of a 
follow-Up of previous program participants. The design of the 
study is for eventual longitudinal application — with the basic- 
core of data updated ctnnually. The satiiple si^^e should be determined 
as necesoary to asiiurc 'validity and reliability of the data 
[see cost esti:r.ation materiali distinct categories of questions 
mast appear. ^ 

1. Socio/ecorXDmic/denioqr^^ back ground . As in the basic 
S.D.Q. data, wit!i frequency distribution responses. 

2. Pre-qrac^uation work exper ience ^ and earnings. 

3. Educai: icri al [) ath , or number of credits obtained through 
coursev/ork over tine. 

4. CrvdiL" by ex-imination participation, application, success. 

5. Use of credit awarded - either enrichment or accelexation^ ' 



6. 



Methods of f in^'ncing studies • 



7. 



Post graduate work experience. 



8. 



At tl nudos 



to wares : 
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* choice of school 
- field of study 

alumni contribuLions 

The methodology would bo a well constructed sample of student 
fron: APP and CLEP acKleveK. Every effort should be made to link 
data from ATP, CSS, or GRE prograras on APP students for research 
purposes. Validity can be assured through ai small (200) reliability 
study. 

B . A Control Gr ou p Experiment in Dissemination . 

Using current students or potential students, it would be • 
usfeful to know the effect of an information program on APP/CLEP 
participation or ever, eventual educational or cognitive attainir.ent . 
A project could be developed to survey students with varying 
degrees of knov;ledge about credit by exaniination generally, and then 
financial implications as describe^ above. Then follow-ups could 
evaluate edi-cational career r and earnings attainments of students 
with varying and quantifiably different knowledge of credi>t by 
examination possibilities. 

The military, where DANTES annually tests potential students ; 
could be fertile ground for controlled experiements in education. 

;^gain we 5vish to measure eventual incomes and costs as a function 

c the knowledge and eventual use of credit by examination. 

C. Institutional Survey . 

Further precision, disaggregated to the department level and 
year by year comparisovis nusL be .•=;hown in the measurement of 
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uti lization of credit by examination. With clifforcnt schools 
selected by institution type and program participation, an 
annual tally of actual credits and' placements resulting from' 
CLEP or APP will aid cost analysis. 

Studies exic;t, certainly, surveying institutions. A 
standardized, and comprehensive approach would gather data on 
all institutional uses and systematically sample costs incurred 
in representative groups of schools. 

Cost reporting for those institutions undertaking their own 
testing system would provide ' addi tional analytic perspective. 
T otal progra.n costs , including additional student services and 
administrative cos-.s will be the target of the in-depth survey. 
D. A Model to Measu r^Jn_ternaj_Enr ollment Impacts of APP' and C LE?. 

As a servcie to users, a computer based model should be 
developed to help colleqes and universities moniter the enrollment 
ramification:; of crediting programs. Components of the model^ 
would bo: 

a. Kistorisal patterns of APP and CLEP awards and 
depar tir.en't - specific enrollments 

b. Up to dat'e tally of current enrollments and 
av/ards; by discipline 

c. Projection of admission pool credit applications 

d. Projection of und'-r utilization of faculty or , 
staff shortages by depar'-ment. 

' \ For larger universities, mea.iuremsnt of graduate course 
I 
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onfbllment would be part of the modol. For smaller schools an 
eye on the local "competition" vould be worth the modeling effort. 
E . A Model to Moasure the_Ne&rils__of_ Crodi t _By Ex^jnina t ion Students . 

1. The financial aid component -- since many students in 
APP and CLEP do not fit the standard needs analysis pattern, 
new tools to provide financial assirtance should be developed.^ 

2. Student services — at what level of CLEP enrollment 
do residential requirements of an entire student body 
change.- Is aj;i a^itlonal parking projections warrented? 
.Must counseling services expand in the future? 

3y institutional type, a model can analyze enrollments 
to project these service neecls and their costs. The model 
•need not be computer based, but merely fit standard analytic 

tables. • H 

F A Suir.marv At^lytic ModeA to_§ligw_TgLal Costs and Budgetarx 
Ti;T^;^r^^^^^gf_ Cre dit By Examinati on on^Jns^trUitxcn^ . 



INPUTS 

- enrollments 

- crediting policy 

- staffing requirements 
and allocation policy 

- admin? stratix/e cost 
algoDrythm 

- aid pplicy 



OUTPU TS 

- physical plant costs 

- net tui^tion effect 

- personnel costs 

- ancillary benefits 
(reprui Lment model) 

- additional services 



/ ■ 
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The object of such a modnl is to .inaly/c, tor each category of 
institution, the optimum ciroditincj policy not. r.o small as 
to lose conpetitivo advantaqo and incur negative good will, but 
not so large as to disrupt faculty allocation- ana demand excess^^ 
services. 

Refinements in the model could come v;ith time, but an 
obvious goal is to stimulate limited or extensive credit policy 
to stvidy financial impact. More than a positive neuristic device, 
this nodol could serve an institutional planning role for a college 
or university. 
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1 / The Survey s [ 
For the student, follow-up, the control group experiment, an/l 
the institutional study, the sample size will need to be estiirt^ed 
by a) t^he anticipated return b) the required statistical 'confidence 
level required c) the critical difference in mean responses between 
individuals in the survey. A statistical analysis will be required, 
but for purposes of cost estimation we will asstme 5000 students to 

r 

be surveyed annually, a control group experiment of -1000 population, 
and 100 institutions in the survey. Questionnaire development would 
require hxc equivalent of two man/weeks and survey design one man 
week for eech". VorifLcation of responses and a small reliability 
study could rfe includ(*id, as well as a budget^ item for telephone 
follow-ups non-respondents. 

Actual processing of questionnaires has been calculated using 
unit estiruatcs froT. subcontractors in this writer's employ (s'ie 

Appendix' II). Analytic work and dissemination budget items 

- ■ ' / _ 

corresond to pre vious ' work done at the U-niversity of Pennsylvania. 

A $5000 publication budget assumes a $4 unit cost with break-even 
implications . 
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Survoy Cnut Ki5t iinat: ion Summary 



Quest i onnaire ciovolopmont 




""I, 500 


1, 000 


Survey design 


1 .000 


1, 500 


500 


Population s i /c 


(b,ooni 


(1,000) 


[100] 


Survey arlmiiusttalion (J $J 


lb, 000 


3,000 


300 


Follow-ao Vi'*rif ico tion ' 


1,500 


500 


500 


Reliability test 


1,000 




- 


Computer file support 


2,500 


2,000 


2, 000 


Analytic work 


5 , 000 


2,500 


2,000 


Rep6rt preparation and 
disserr.ination ' 


i '5,000 


5,000 


2,500 


Fstir.-Kitec^ Lotal flirocL cost 


$33,500 


$16,000 


$8,800 



The above table is dc?siqnoci to display approximate budgets 
for surveys of rJio indicated size^ TCo estimate total project 
cor.t, an addit. .nal c^stimato tor indirect costs is necessary. 
Often re5;earch of this nature requires 22% of the direct costs 
as a budget apprG:-;inia t ion . These estimates do not include any 
travel or possible public dissemination, v/hich would be in the 
form of a seminar or conference. 
2 . The Model s • 

Three models ar'fe proposed one for enrollment planning, 
one for institutional cost projections, 'and a summary analytic 
tool as a cost benefit device • For Model D and F, the projects 
appear to similar to niodularly developed interactive systems Vbat 
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this writer has v/orked on in the past. 

The enrollment model will contain a module, or separate set 
of programs for each depirtment analyzed. A module involves ten 
man days of development @$250/day. If fifteen subgroups were 
standard in a college r- university then model D v/ould be: 
Project design = 5 man days 

Modules for Departments 10 man days 



Admissions 
Transfers 
Synthesis 
Historical analysis 
Data base development 



10 man days 
10 man days 
10 man days 
10 man days 
5 man days 
60 man days @$250 



Repc - L preparation 

Estimated total development 
cost without including indirect ^ 
cost, disisemination or publication 



$15,000 
5,000 
$20,000 



The cost synthesis (model F) involves a different approach, 
for the computer work is more of an heoristic exercise. Using, 
for example, H.E.G.l.S. categories; the model could be a construct 
of an interactive input/outpuL table to be perturbed for variations 
in crediting policy. Typically, a model of this type requires 6 
man days, such th.at the whole project involves. 
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8 institutional types x 6 man days =48 --lan days 

structural progi-aniraing for interactive use = l^^nan__day_s 

total 58 man days 

- x250 

$14,500 

again, report preparation 5 ,000 . 



total $19,500 

The model F, or a services model for institutional planning, 
involves utilization of the results of survey C (above). Each 
sti...-int service will be noted to have a cost corresponding to 
enrolli.ent levels of noa- traditional students. This writer finds 
this project infinitely flexible, such that the cosrs will vary 
with the dimensions of the tasks involved. At a later date, further 
specifications could yield hard dollar cost approximations. 
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Credit Bv Ek&mination Delivery Systems 
Ar'e APP and CLEP Enough? 

Demographic phenomina indicated considerafcjle structural 
shifts in future college enrollme.its . Despite certain 
predictions of overall declines, s v/ritei. is among those 
confident that higher education can replac^ standard, 
curriculum patterns with innovation and flexibility. A key 
to higher education's ability to respond to non-traditional 
educational approachs will be the evaluative and analytic 
tools which are . available. Credit by examination requires 
just such innovative and flexible devices. 

Studies of APP and CLEP programs, such as those outlined 
;Ln the previous sections, will produce measures of the "success" 
with which higher education has used these examinations. Success 
can be ineasuror! ip cost savings, career advancement, congnitive 
development, or overall satisfaction of the student. With result 
of this' kind, the next phase of any comprehensive discussion of 
financial implications of credit by examination should not be 
constrained by the limits of the current programs. 

Proposal : Kith empirical evidence in hand, are APP and CLZP 
as currently designed, meets higher education's future needs? Do 
the numerical evaluation offer enough dis tine Lj-on for hard and 
analytic applications? ( n APP and CLEP overlap in a meaningful 
way- Can a delivery system be developed to permit institutions 
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to add their own components to the standard tests in a v/ay 
which would maintain national coviiparabi Ij.ty? 

r*iost of the above questions demand, as a framework for " 
discussion, some of the evidence which a comprehensive follow- 
up study of students and institutions will prgvide. The 
evaluation of alternative delivery systems is not within the 
scope of this repox't, yet is an obvious and logical consideration 
for the future. 
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.Bibliography For 
The Study of Financial Implications of 
. Credit by Examination 



Part I - General Bibliography 

Part II - Resources in Public Support fo 
Credit by Examination 

Part III - The Issue of Articulation and 
Credit by Examination 
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I. INTRnniJCTION 

In this paper I examine the policy related issues and questi^f^s ^^^^t 
derive from applying an economics perspective to the increasing 

t h 6 

awarding college credits by examination (CBE), The intent is to ^j^^t 

+- tyP^ 

issues are» what research has been done relevant to these issues, ^ ' i^a^ ^ 

of additional research may be useful. Clearly college credit^ -adit ^^^^^^ 

been awarded by using examinations to test the knowledge gained b> jdent 

through formal course enrollments. However, in recent years there h^^ ^e^^ 

considerable attention devoted to means of rewarding prior formal infoi^^^ 

college level learning, often through the use of examinations, and t^^g imP^^^ 

of this practice for post-secondary education may be substantial. ^ . 

Over the past two decades economists have been devoting great^^ atte^^^^^^ 
to education as an economic activity, since both their theories and ^fj^piY''^ 
studies have indicated the potential importance of education to th^ Q^ono^^^ ^ 

m 1 r Q 

well being of the individual and the society as a whole. Much of thi^ ^cO^ 

of education framework and literature is relevant to looking at CBE» 35 v/^ 

discuss below. However, in order to understand the approach of ^^^^^mis^^^ 

CBE one rnusc understand the way in which economics analyzes social ^henon^^^^*^ 

Moreover, economics is not unidimensional --there are different ecoHOi^^.^^ p 

diqms and the different paradigms have different implications for th^ eva*!^^^^ 

f j.-fferent 

of CBE, .Not only may the answers to policy questions be different ^^om 
perspectives, but the issues and questions that are raised may be ^^ff^re^^ 
well. Policy issues do not arise in a vacuum, biit are generarcd by the 
perspective taken by the policy making structure a^d individuals, ^h^s i* 
important for policy-makers to seek new angles ion in order to irnpr^^^ 

their ability 'to make wise decisions and even l jsk the most ]n\po^^^x]tr 
It is with this objective in mind that this paper has been written- it "i^ 
so much that the frameworks of economists raise new issues, although ^^^y do 
raise some, but that they provide a means of organizing and evaluating nia^y 
of the issues that have been raised with r?spect to CBE in a more ^°^preh^^^^'^ 
fashion. 

In Section II below I first briefly discuss the primary econof^c^ pai^^'^ 
digm that is in use in the Western .^orld, its apr?roach, shortcomings, 
least one alternative to it. In Section II. B I look at the ojlicy ^^Ute^ 
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questions and issues conc^ji^ing CBE^hat are raised from these perspectives. 
The literature relevant to thesVpol i cy questions and issues is then reviewed in 
Section III. Finally, in Section IV future research possibilities are explored 
that may shed light on unanswered CBT policy questions. 

II. ECONOMIC ISSUES 

A. Genera] 

The main thrust of economics in th(? Western world over the past two 
centuries has been the examination of the operations of social systems based 
primarily on competitive markets to allocate scarce resources. Building on 
Adam Smith's The Wealth of Natio ns (1776), economics has become a study of how 
the priVdte and public sectors should allocate their resources in order to 
achieve some sort of overall social optimal ity or efficiency. The basic thesis 
is that the prices of a resource, good, or service, determined in a perfectly 
competitive marketplace by the forces of aggregate demand and supply, is a valid 
measure of the .value society attaches to that particular resource, good, or 
service. If this is true such economists argue that the private sector, 
allocating resources according to the criterion of profit maximization, will 
operate in the best interest of society, producting the most valued goods and 
services at the lowest possible cost. 

Of substantial interest to economists and policy-makers, especially over 
the past decade, is how to get the public sector to fulfill this conception of 
social efficiency in its operation^ This concern has led to the formulation, 
development, and wide-spread application of cost-effectiveness and cost benefit 
analytical techniques for determining "socially efficient" public sector courses 
of action. Both types of analysis focus on the costs of resource use as a 
critical element in decision-making. Cost to an economist is the value placed 
on what is given up (i.e., opportunity lost) by devoting resources to one 
activity instead of another, which in a S^fectly competitive economy is measured 
by the prices of all the resources used. Although costs can be considered from 
the perspective of any 'particular individual or group, the competitive market 
economist's concern is usually with costs to the society as a whole. 

. In order to make sens/i^^ social decision^ from such an economics perspective, 
one must combine this analysis of social costs with an analysis of the value 
society attaches to, the outcomes of the activity in question. According to this 
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social cost -benefit cd1 cul us , >pub1 1 c sector decision makers should, choose those 
policies that maximize the social gain, i.e., the difference between social 
benefits nnd costs. Since most oublic sector activities result in outcomes 
that are not sold at the "marketplace,'* it is often difficult to estimate 
benefits in monetary terms, althoiigh much economist ingenuity has gone into 
trying to do so. If it is impossible to value all the outcomes of an activity ^ 
in a monetary metric, such economists turn to cost-effectiveness analyses to 
yield a more limited conception of efficiency as a guide to decision choice. 
With cost effectiveness analysis, you determine the effects of alternative 
courses of action and choose that alternative that gives either the highest 
effectiveness for a given cost, or the minumim cost for a given *^evel of 
effectiveness. However, since any public sector activity usually involves 
many different outcouies of social interest, choosing the most efficient course 
of action usually involves evaluating the trade-offs between different outcome 
dimensions. To discover socially valid measures of the value of these outcomes 
is difficult at best. Therefore economists strongly favor monetary cost-benefit 
analysis, even v/hen it only partially captures the social value of outcomes, in 
order to yield clear-cut estifiiates of the degree to which. the value attached 
to system outputs exceeds the value attached to system inputs. 

In education these economics approaches have been apfilied to evaluating the 
cost'^>, effects, and benefits of various types of educational activities. 
Monetary benefit measures have been utilized widely, based on the premise that 
educated oersons are "sold" on the labor market, and thus one can estimate 
the social -value (or a part of it) attached to some educational oractice by 
analyzing (usually through regression analysis) its impact on individual earnings. 
The wages paid to an individual are assumed from this oerspective to be a valid 
measure of the social ^aje attached to his or her productivity, similaF to 
the price of any other good. Combined with an analysis of social costs (in- 
cluding the^ very important cost of a student's time, which we will discuss below), 
this approach can yield quantitative measures of the social rate of return to 
particular educational decisions. Economists have also frequently applied cost- 
effectiveness to educational evaluation to determine the most efficient means 
of achieving such ou^ jmes as greater cognitive learning, higher enrollments, 
higher graduation rates, or better student transportation. 



Er|c 89 



4. 



Perhaps the most widespread criticism of the competitive market economics 
.ipprodch to private and public sector decision-making is its almost complete 
disregard of equity issues. Svtc5:>economists see equity as a separable concern 
from efficiency; for the most part they believe the latter criterion 'S the one 
about which economics as a science can make oronouncements . Lquity may be 
iiiiDortant from this perspective, as something that is ^valued by the society, 
but economists have no more right to decide what is equitable than any other 
individual. Moreover, even if e.jity is socially valued, such economists argue 
that decisions should still be made-according to the efficiency criterion (i-e., 
choose the most socially cost-beneficial alternative), and thatthe financing of 
that activity can be arrangetd so as to make it equitable. (Better yet, many 
economists would argue, is to take care of equity concerns through the. general 
public sector taxation mechanism, obviating the n«ed to build equity concerns 
into every decision.) Nonetheless many economists have concerned themselves with 
the impact of various policies on certain dimensions of social .equity (usually 
in terms of income and wealth), both because it is clearly an outcome considered 
to be of societal benefit and because the analytical techniques of economics are 
conducive to its examination. Thus, in education, some economists have been 
concerned with the costs incurred and benefits received by different individuals 
and groups. This examination is often used to provide policy suggestions for the 
public sector to follow that will lead individuals or groups to act in the 
interests of social efficiency (e.g., through subsidies and taxation for education), 
as well as to provide information which is relevant to judgements about the 
equity of alternative courses of action. 

An even more fundamental criticism of the above approach to economic evalu- 
ation is its dependence on an unrealistic set of assumptions about how Jhe economy 
behaves and, most particularly, its assumption that differences in power and 
control do not play a part in resource allocation. To the extent that the 
assumptions of a perfectly competitive marketplace, do not hold it is not at 
all clear that prices serve as any sort of guide to social value. Minimizing- 
costs or maximizing the difference* between benefits and costs may offer no 
guide to wise social choices under these circumstances. All decisions then 
involve questions of equity, since "social efficiency" becomes an ambiguous 
concept. Different groups wi n favor different alternatives, depending on the 
en", t.s and benefits to them, and there is no overarching criterion which can be 
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applied to determine what is in society's interests as a whole. 

Perhaps the most wejl developed alternative to economic analysis based on 
competitive market theory is that based on the works of Karl Marx and subsequent 
modifications to his theories. Marxist economists focus on the <Ntruggle between 
grouos or classes with competing interests and with substantiilly different 
degrees of power. They view our economic system in terms of the historical 
systemic forces which both sustain and combat the substantial economic control 
exercised by the current. array of large, monopolistic capitalist insti tutions. 
Such power relegates many individuals to relatively alienated and impoverished 
existences, since decisions are based neither on social efficiency or equity 
grounds, t>ut are heavily influenced by capitalist interests. Policies are 
analyzed in terms of the historical context within which they are derived and ^ 
carried out, and usually valued to the extent they increase the power and 
control of the working class relative to the capitalist class. 

Marxist economists view educational activities in the context of an i ns ti tutioro 
which for the most part is oriented toward supporting the existing capitalist 
structure. Education does this by providing individuals with the requisite 
skills and attitudes necessary to functioning in capitalist institutions and 
by legitimating a form of econofnic authoritarianism under the guise of freedom, 
democracy, and mnritoc^acy. .Such economists see a primary task of schooling to 
be the formation of inJividual personality attributes and attitudes that allow 
him or her to function within a hierarchical authority structure motivated by 
re.^jrds external to the production process itself. Education is seen to follow 
class lines, with students from poor families given those skills and attitudes 
useful for lower income and status occupations. 

Credit by Examination 
The above exposition is necessary in order to understand the economic issues 
surrounding the practice of awarding'col lege credit by examination instead 
of coursework. The policy questions raised and how to answer them "depends 
critically on the economics perspectiv'2 taken. In' this section we look first 
at the issues raised within the competitive market economist perspective in 
terms of costs, cost-effecti venss and costs relative to benefits. We then 
discuss those equity related issues, including financing concerns. Finally, 
^/e comment on some of the issues raised from other economic perspectives. 
f^r-oT any economic perspective the interest is usually not directed toward the 
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evaluation of one isolated course of action, but the evaluation of that nolicy 
vis-a-vis alternative possible policies. The issues raised below are primarily 
concerned with th-* credit by examination altf -native compared to the traditional 
practice of awarding credit for coursework. Nonetheless most of the questions 
examined are equally relevant to the . omparison ,of CBL and traditional instruction 
with other pottntial alternative post-secondary euiCciiional policies. 

Clearly an important economic question is the costs associated with credit 
by examination policies versus credit for coursework. Again, the focu is on 
the total costs to the society--we will consider the questions of the costs to 
different groups when we discuss equity issues below. It seems likely that the 
costs of the resources devoted to awarding credit by examination will be con- 
siderably less than those necessary to provide classes for students to attend. 
This cost difference wi^^ likely be even more substantial if, as economists argue, 
one includes the cost ot student time, usually measured by the potential income 
(and t+^us social productivity) that i s foregone whi 1 e the student is in school, 
nonetheless, the results of this cost comparison are not clear-cut. There are 
many costs that may be associated with CBE-e.g., the costs of test develooment, 
local validation, test administration and evaluation, and student advising, and 
record-keeping, Moreover, the exam failure rate may be higher than the course 
failure rate and thus CBE resources may be needed for more students in order 
to yield the same number of accredited students. 

The cost issue is really even more complex since above we wer iplicitlj' 
assuming that the alternatives being compared were simply means of awarding 
credit for any given class. However, the subsequent behavior of a student who 
is awarded credit by examination may be different than if she or he had to take 
course work. For example, a student who obtains credit by examination may not 
spend less time in school, but may spend the same time and just take more courses. 
The calculation of the cost of CBE policies vs. traditional policies must include 
thp ^sts of such subsequent effects. 

A cost a lysis along the lines discussed above serves as partial inform- 
ation to examine the key economics evaluation issue--do the relative benefits 
of CBE outweigh its relative costs, as compared to traditional accreditation. 
As we said above, many economists have looked at t{ie earnings of schooling 
graduates as a valid monetary measure of the social benefits of schooling, and 
thus one cou''d look at the difference in employment and earnings related effects 



between the two alternatives. For example, if CBE policies allow a student 
to graduate and obtain a job earlier, then not only are the costs lower, but 
the benefit'^ are higher (e.g.. one more year of earnings and production), 
however, s jch estimalies are not easy to r'»ke 

It is not at aM uio^r how education affects earnings an^i jrodticti vi ty, and 
even with an adequat? theory, it is difficult to separate the empirical effects 
of alt the various variables that affect earnings to arrive at the impact of 
particular educational experiences. It may be that the aspects of a university 
education that yield a higher paid and more productive worker are not the 
same as the cognitive knowledge that CBE tests for. In this case, the earnings 
and productivity of a CBE intensive graduate may be less than if the graduate 
had taken more coursework. Alternatively, the earnings may be the same (if ^irms, 
at least initially, respond to the college degree as an indicator of skill and 
thus pay for the degree), but the individual's productivity may be lower. Thus 
even within the approach of competitive market economics, it is not a simple 
matter to estimate the monetary social benefits of an individual's education. 

These considerations, and the additional belief that there are many social ly 
valued outcomes of education that can not be easily translated to a monetary 
metric, leads to an interest in the cost-effectiveness of CBE policies, with 
effectiveness measured on a number dimensions. In the simplest terms, if 
one fiiajor function of a university is to certify certain competencies, it will 
likely be more cost-effective to award some students credit by examination 
instead of forcing them to take subjects about which they are already knowledegable. 
CSL policies may thus yield a lower cost per credit obtained which may translate, 
if CBE intensive students spend less time obtaining a credential, to a lower 
cost/graduate. Again, however, the cost-effectiveness of CBE vs. credit for 
coursework is not easily estimated. The impact of each alternative is Timely 
to involve more than simply a qjestion of how course credit is awarded. For 
example, the following potential effects of CBE policies may be significant and 
•leed to be considered in a comprehensive cost-effectiveness analysis:- 

(a) CBE intensive students may not graduate earlier, but 
may instead take additional courses, and thus one 
aspect of the benefits of CBE is the value attached 
to the increased choice in, and learning from, college 
that CBE students gain. In this case, of course, 
one must give consideration to the additional' costs 
of.CBE pol icies' which wj 11 probably increase enrollments 



in smaller, more specialized courses while decreasing 
those in larger, more general courser., most likely 
increasing the total costs of obtaining a degree. 

(b) Requiring a student to take coursewDrk in which they 
already have competence may lower motivation and 
cons .^t.'-ntly CBE policies may yield oositive effects 
in terms of its impact on the studeni*s interest 
and success in the college courses he or she does . 
take, 

(c) Extensive use of CBE may result in more homogeneous 
groupings of students in many courses. This may 
result in either greater or lesser learning among 
those students, and such impacts need to be evalu- 
ated as well . 

(d) CBE policies in uni versi tites may yield changes in. 
high school programs and the costs and benefits of 
such impacts must also be included. 

(e) CBE policies for undergraduates may yield changes 
o*' reactions in terms or graduate school admission 
policies and student success in graduate school 
and those consequences must be studied as well. 

(f) The institution of CBE policies may affect enroll^ 
ments by attracting more and/or different types 

of students to certain universities and again the 
social consequences of such changes need to be 
evaluated. 

(g) CBE policies may lead to a standardization or 
homogenization of college- learning competencies 
^hat may be viewed as beneficial or detremental . 

If the question of whether CBE policies are socially efficient seems compl 
the question of its equity implications is even more so. The costs of CBE are 
financed by some groups and individuals, and different benefits accrue to 
different groups and individuals. If the world behaved as competitive market 
economists theorize then the problem would be simpler. If university education 
were a competitive, private, profit-making economic a tivity that only affected 
the students themselves, then CBE practices would be instituted to the extent 
that individuals thought them worthwile for the mc 2y they cost vis-a-vis 
other means of seeking accreditation. However,- uni versities are subsidized by 
the public sector, some are managed by the public sector, and- the education of 
one individual may affect others which all increase the complexity of the 
social impacts of such educational transactions. 
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What IS a cost to one individual or ijroi^p i^> often a benefit to anotfier, 
which makes for conflictinq interf-^b's in and evaluation of CBE policies, 
for example: 

(a) a Ttudent's saving of iuitior ^^dy be income forr^gone* 
I rorn a university's point of ' 

(b) a state's savings in'-t^s of a lower cost for uni- 
ve 'sity education again may be viewed as a cost 

. ('^come foregone) froin the university's Perspective 

(c) Lhe benefits to students of skipping .courses may be 
a co^t to their classmates who find the composition 
of their class less stimulating 

(d) the cost to a student of taking an examinati Dn may 
be a benefit to the organization that makes up the 
tests. 

Economics, as based on competitive market theory, gene'^ally v -ws such conflicts 
as obstacles which may be gotten around by appropriate incentives (taxation and 
subsidy policies) in order that the most socially efficient alternative be 
chosen, i.e., that one-which maxim :es net social benefits (social benefits 
minus social cu ts) as opposed to private benefits to any one group or individual 
In practice of ■ urse such conflicts are difficult to resolve; moreover, given 
the general theoretical and empirical dif ulties with competitive market, 
economics, and in particular with orices and wages as measures of social values, 
it is difficult at best t6 discover which course of action is most "socially 
efficie:t," especially since the concept itself may be somewhat shaky. 

'iome critics of this general approach to the economics of education'' argue 
that it is the selection and certification function of university (and other 
level) education that yields benefits on the job market, as opposed to what is 
learned. Such econoini sts would 1 i kely argue that the existence of credit by 
examination practices supports their view.. If it were cognitive knoweldge, not 
the certi ficate, that was' being rewarded, w ers would eventually get the benefits 
of their knowledge whether or not they obtained college credit (and a diploma) 
for it. Alternatively, some Marxist economists, as mentioned earlier, place 
heavy emphasis on the non-cognnive effects of schooling, much of which is 
seen as informal learning tbro^ugh the structure and process of schooling, and 
their influence on oroductivity and earnings within a capitalist work organization 
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From this persoective CBK poli:ios may be certifying only one type of 
education produred competency, and perhaps one of lesser importance, that 
entployers ar^ looking for. From a Marxist o-- othor perspective critical 
of convetional economics iMs important to evaluate a reform like CBE in its 
historical structural context. The general muvu in education toward com- 
oetency based certification (of which CBE and experiential learning are a 
part) and the concern with niversity cost reduction can be seen as a 
reaction of capitalist interests, to a growing ropulace pressure towards a 
democratization of oost-secondary education. 

In sum, the perspectives that various economists bring to an evaluation of 
CBE policies pose many questions concerning its social and orivate costs, 
effects, and benefits. I think it is a mistake to believe that any version 
of economic-, can resolve tnese questions and select the "optimum" course of 
action to follow. What economics can do best is to provide some competing 
frameworks from which one can observe and evaluate actual and potential 
educational practices. In the next section we briefly review the research that 
has been done relative to the CBE policy related questions discussed above. In 
Section IV the focu'i will be on what additional research seems to be needed. 

III. REVIEW Or THE LITERATURE 

The reports in the early seventies of the Carnegie Commission on Higher 
Education (1971, 1972) were both influential and a sign of the times in calling 
for less emphasis on tra.iitional university c redenti al 1 i ng , a reduction in the 
time necessary to obtain college degrees, and a reduction in university exoendi tures. 
The formation of such groups as the Commission on Non-Traditional Study and the 
Cooperative Assessment of Experimental Learning again signalled the growing- 
attention to formal certification of competencies gained out of school ^see 
Keeton and Associates, 1976 and Meyer, 1975 for some good general discussions 
of these issues). 

The expansion of credit by examination interest and opportunities was 
presented by advocates as clearly in keeping with this general thrust (see 
KrepHn. 1971 for an early look at some of the issues). For example, O'Hearne 
(1972, p. 23) saw CBE as a way "to reward academic accomplishment and at the same 
r^.me conserve resources," oresenting mostly some of the possible positive 
^ifiects d-icussed above in terms of benefits to individuals, their families, 
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s( hools, cjnd (joverniiients , and trying counter some of the objections 

rtiised related to academic standards and tuition losses. Despite the 

rapid vxpansion of CBL practices over the subsequent years empirical 

research in the area i*;. scarce, inadequate, and from an economics ner- 

spci^tive. almost non-existent. 

Some economists have talked generally about economic analysis applied 

to variants from traditional post-secondary schooling practices (e.g., see 

Jamison and Wolfe, 1976 or Klees, 1975), but no studies particular to CBE have 

been undertaken by economists to my knowledge. Most of the lictle research 

existing in the area seems to be done previously by people oriented to 

educational administration, psychology, or psychometrics . Willingham (1974), 

in an interesting discussion of many of the pedogogical and placement issues 

relevant to CBE, conclude^ his book as follows: 

Though educationil practices are increasingly rationalized in 
financial terms, exceptionally little attention hds been 
devoted to the cost-benefit character of alternative treatment 
models. There has been considerable interest in possible cost 
savings in credit by examination, but public anal>\^ses have 
been mostly superficial. 

This conclusion seems to be as true four years later. So:ne researchers, pro- 
bably influenced by the growing push towards greater "economic rationality," 
sprinkle their evaluations with comments about "efficient" or "optinaT' 
courses of action (e.g., see Caldwell* 1977, p. 402 or Stallings* Aleamoni, 
and tieil, 1973, p. 614), but such notions bear little resembla e to the 
economic concepts discussed previously. Nonetheless, a number of these 
researchers do take at least a cursory look at questions of cost, and futher- 
more the issues they are most conce-^ned with are related to the questions 
economisus would aks about effects and benefits. Below we briefly review 
some 'o"* this literature. 

A number of Studies have discussed the costs of CBE vs. the cost of - 
coursework for credit, although none. have been thorough cQmpari sons in the 
social cost sense of economics. Moughamian (1976, o. 5) comments that the 
50^000 credit nours awarded by examination to Illinois community college 
students between 1972 ano i975 would have cost the state about one million 
dollars if obtained through coursework, and the total costs of instruction 
would have been even higher. Furlong (1977, p. 31) reports the Florida, 
'duccitron Ctvpmi s s i oner ' s similar estimate of over 8.5 million dollars saved 
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If) total instruct ioru^l rosts in Florida durinfj 1074-75 due to CBE. 
McCluskey (19/6) and McCluskey and Richmond nresents the same 

typt* ot cost analysis for Arkansas State University. 

Ono problem with such analyses is that they generally give the costs nf 
tho CM allernativp. McCluskey (1975) provides the monthly administrative costs 
of the C(3L program to Arkansas State University but the exclusion of many 
costs (such as those of the tests themselves) and the format of the data 
presented make comparisons with normal instructional costs difficult. 
Stallinqs, Aleamoni, and Heil (1973) present a somewhat more thorough com- 
parison for the University of Illinois' CBE system, showing a cost per 
credit hour of $7.09 for CBE vs. $15.18 for classroom instruction. However 
again many cost components are neglected, even from the university's point 
of view. Furlong (1977) points out the importance of additional counsellino, 
information provision, and record keeping costs engendered by CBE that are 
rarely studied or accounted for. 

Perhaps most importantly, all the studies above assume that the com- 
parisons is betwen the expenditures for CBE versus those for credi t through 
classwork in the same subject. This expenditure view of costs neglects the 
^ritical opportunity cost of stduent time, which could nake CBE seem considerably 
more attractive. Moreover, this procedure totally ignores the fact that CBE 
policies affect more than whether a particular course is taken or not. As 
we discussed earlier, students who obtain credits by examination may take 
fewer courses and graduate earlier, or they may simoly take ether courses, 
possibly resulting in even greater total costs incurred than without CBE. 
These longer run cost implications of CBE policies have not been studied. 

Caldwell (1977) meets meets some of these objections by asking Florida 

students how much they saved by obtaining credit through examinations (about 
estimated ^ » 

$1800 was/ for students getting 35 to 45 credits hours), but again total social 

'costs are not considered and it is not clear how valid student responses are, 

esoecially since many of them did not seem. to graduate any earlier. Caldwell's 

study probably comes closest to yielding some data that would be of interest to 

economists concerned with benefit evaluation, in that he looks at the impact 

of CBE on early graduation. He finds that about 25% of CBE intensive students 

graduate in three years of study compared to the same rate '"^r non-CBE 

^.tudents achieving graduation in four years. Although this may yield some 

earlier earnings and productivity benefits for CBE intensive students, the 
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Mnall proportion of early qrarlnates diminishes the total benefit advantage 
that is often presuiuMi to exist. Moreover, CaMweU felt that his attempt 
to select equal ability non-CB[' students may have been inadequate and the 
only other study on this issue of wh.ch I am aware, by Enger and Whitney 

of University of Iowa students, showed that the earlier and higher 
graduation rates for CBE students were likely explained by differences in 
academic ability more than by the use of CBE. 

As we have seen, no work has really been done on the economic benefits 
of CBE, although some of the non-monetary effects have been studied such as 
those above. Even studies of the effects of CBE are rare, however. Most of 
the attention has been focused more on questions of the validity of the tests, 
and the norms, cut-offs, and interpretations used (e.g., see Tittle, Weiner, 
and PhelDS, 1976 and Caldwell, 1973). Sometimes gross follow-UDS comparisons 
are macie between CBE and non-CBE students in terms of the course grade they 
liter achieve and the type of subjects they enrolled in (e.g., see McCliTskey 
and Richmond, 1975). However there is no real analysis of these results, the 
lack of any controls make them suspect, and they are prohably not the most 
ifuportant foci for effectiveness studies. There is some discussion in the 
literature of how CBE policies affect college and class enrollments (e.g., 
see Kimmel , 1976 and Moughamian, 1976), but these are generally speculative 
without any empirical studies to examine such impacts. 

Given the paucity of information available about CBE relative to traditional 
economics conceptions of costs, effects, and benefits, it should not be sur- 
prising that little attention is focusoed on equity related issues. For 
example, no study looks at the different impacts of CBE on students from low 
and high SES families. Some equity questions are indirectly raised by 
discussions of the different benefits and costs of CBE that accrue to^different 
stakeholder groups. However, this is rarely focussed on as an issue involving 
social equity, but usually is discussed from an advocacy persoective attempting 
to support or criticize CBE policies (e.g., most advocates are especially con- 
cerned with countering the cost-to-them objection, posed by colleges interested 
in surviving in a period of declining enrollments, against instituting a CBE 
policy which could cut enrollments). 
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liiven that no conventional economists have evaluated CBE policies, 

It is jtjd,in not surprising that no Marxist econoniists have. However, at 

Itvist two" observers make some comments about CBE t\\at can be viewed wi ch-.n 

•.u(.h a framework. Apstein ( 1975) discusses some of the 'dangers" of C3E 

in terms of the likelihood that testing, especially the cormion use of 

liiulLiple choice examinations, will miss the mere important aspects of 

what is learned in the college classroom. From Apstein's viewooint college 

can and should t)e a non-oassive experience in wnich ideas and concepts are 

tested and challenged, while heavy reliance on CBE "dv^velops a docile, un 

critical reliance on the opinions of experts" 358). Other observers M^^ve 

raised related questions relative to the structure the generates these tests 

(e.g., see Stecher, 1977 and Rein, 1974). 

Yamamoto (1975) commenting on Apstein's article, raises even more basic 

questions, loth about the importance of CBE as an issue, as well as the means 

of judging its efficacy. or the most part he dismisses the importance of the 

CBE issue since he believes our main concern should be to examine thegrowing 

certification fever in our society and its implications for the question, 

"does schooling have anything do with education?" His view of conventional 

economis L / management appraoches to the evaluation of such issues is impicit 

in his summarization o^f such a viewpoint: 

The process of schpoing is regulated by a closed input-treatment- 
output feedback loop^ and the manufacturing operation is judged 
for its efficacy in manpower, space, time, and ultimately, cost. 
Uncertainly, unpredictability, and uncontrol lability are the 
anathema to the whole system, notwithstanding the fact that these 
qualities are characteristically human, (p. 361) 

IV. FUTURE RE-SEARCH 

From the above review is should be apparent that existing research has 
not even scratched the surface in examining what are the^ccJst, effectiveness, 
benefit, equity, or structural impacts of CBE policies. The scarcity of related 
publications jn professional journals and of even unpublished research is 
indicative of the lack of attention this issue has received. To develop adequate 
empirical investigations of CBE issues means generciting interest among 
researchers and sufficient funding to follow through, both of. which clearly go 
hand in hand- • , r 

To yield what social science generally regards as a high quality empirical 
investigation relative to CBE policy related questions is an expensive endeavor, 
'iH'l "'ay not have a high probabi 1 i ty -of coming up with reliable information on 
.■;hi • ^ hase oolicies. For example, economists of'similar persp(^''tive, with 
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(.onsulerable research funds, often come up with very di fferent estimates 
of the costs, benefits, and rates of return to additional tjme spent in 
schooling, and have hardly been able to deal with the question of what it 
IS about this time in school that yields private and social benefits. 
Economists (and aM other research) studies of the effects of school i ng inputs 
on outputs have yielded even less consistent results. All *the problems 
Faced in such research activities will be faced in CBE investigations, since 
the same theoretical and empirical considerations apply. Whether the investment 
. in such research is worthwole is not clear from the standpoint of yielding 
better decision-making. Nonetheless, most researchers would probably argue t'hat 
the infomiation generated from good research would likely be an improvement 
on, the guesswork that must go into present CBE policy-making since hardly any 
^ impact evidence is available. 

Several components are necessary to an adequate research effort capable of 
yielding general izable information from a conventional ecpnomics perspective 
of the cOsts, effects, and benefits relevant to CBE decision-making. First, at 
least a regional or national sample of stuaents and institutions need to be 
studied, as oppo'sed to the. few partial case studies that presently exist. 
Second a relatively 1 ong- term 1 ongi tudi na 1 framework is necessary, probably at 
least 4 to 6 years, in order to. capture the potentially important cost, effect, 
and benefit imparts discussed in Section .II. B. .Third, it is likely that an 
interdisciplinary research effort would be required to deal^ wi tti' the myriad of 
pedagogical and strctural effects that -CBE policies likely generate. 

Again, it should.be clear that such . reserach will be expensive and I have 
already commented on the problems of th&. rel iabi 1 i ty of the resulis. Relevant 
to this latter issue and the likelihood that conflicting theories and cgin- 
flicting interest groups would probably, generate very differnt research results, 
it is probably important that several research efforts from different con- 
ceptual and practical perspectives on CBE issues be supported, if any is to be 
undertaken at all. Such is not commonly done, but seems tne only means of 
achieving some balance to the information and argumentation put forth as a 
basis for policy decisions.^ This tyfye of compej^ing research effort .approach 
dO<:?5 not have to be substantially more exoensive than 'one perspective research. 
•\ ^'in.iin'i aqencv coul.J require a few competing groups to cooperati v/ely decide 
:.r wfM* -"ifor-a* I'on is to be collected, and then to undertake separate analysis 

O . * - 
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and evaljation of the data coMected, an arioroac:-! thcU ns bfon use; s:.m . • . ^J: lv 
a number of tynes to my knowlecj^o. 

It is difficult to be any more speci f i c ^tfout future research m thi ore<». 
There are many, many differe^it studies that could be designed at widely 
different costs to examine some particular aspi^ct of CBE impact. To exai/iine 
what I consider the major impact questions (diicussed in Section II. B) in a 
comprehenstHi^^ashion would take h long effort and a minimum of several 

hundred thousand dollars, depending on which specific questions were the 
primary focus and how much emphasis was given to including different disciplinary 
theoretical and stakeholder perspectives. In conclusion,. I would be happy to 
discuss any of these issues with you if you wish. 
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Although the fi^ro::-, are improc'ise , perhaps.' as; many as one million 
individuals annually comiJleto examincitions that provide some; forni of 

V * ^ • 

postsecondary academic credit..^ -The credit may permit placement beyond 
introduciory courses (e:^., the Advanqed Placement Proeram or depart- 
mental '".challenge" exams). Acceptable performance on the exams, may 
brinfe actual ca^edit hours toward graduation (e.g., the College-Level 
Examination Program) or, in some cases, directly afford the student 
the baccalaureate degree (e.g., the Regents .External Degree Program). 
As an -alternate means of assessing individual skills, these examinations 
Can greatly influence the decisions of individuals, institutions, and 
governmental jurisdictions. An understanding of how credit by exam 
might influence these" decisions can usefully lead to the assessment 
of potential and actual benefits and costs from the 'pr'ogi^ams, 

The purpose of tKis report is to identify the potential econojnic 
impacts of credit by examination and to suggest further research which 
might better illuminate these effects. Sections 1 thr.ough III below 
include an evaluation of the potential impacts of credit by examination 
on Individuals, institutions, and states, 'in turn. Each section jDegins 
with the development 'Of a general framework appropriate for examining 
the possible effects. The discussion draws upon the findings of previous 
research in the aroa, where available. 

No attempt is made to' evaluate th*=^ quality or content of the- exams: 
in short, the tests ar^ assumed to measure what they are designed to 
measure. To the^^xtent, however, that^ certain ^ubject areas are not 

/ 
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ajnenablG Lo standardized losLin^; ov riicully in curtain areai: or depart- 
ments at^' reluctant to adopt the oxcuns, ihe^^o differoncor. are incorpor- 
ated as --inGtitutional costs (and potential disincentivcL-> to siudenta). 
Throughout, ^'credit by examination" is intended to be an all-inclusj ve 
term. Where the discussion focuses on the time-shortening of degree 
programs, the reader should recogniJ:e that only some of the exams (e.g.. 
CLEP but not generally Ap) afford this option. ^ 

In section IV, I attempt to place the' credit by ^ examination option 
in the context of the future -demc^nd for and supply of places in higher 
education. I aj-gue that the combined pressures of declining enrollments 
of traditional- students and the inAreasing desire .of students and their 
families to minimize the private costs of investment in postsecondary 
education might well overcome the reluctance of faculties and ihstitutions 
to adopt and emphasize time shortening, credit by examination alternatives 

-The report concludes with suggestions for four complementary 
research initiatives. Ihe estimated budgets provided there refer only 
to direct research costs.- Secretarial, supplies, and overhead costs 
are nof included . If undertaken, these studies should provide results 
which can more specif i rally pinpoint the nature and extent of the 
economic costs and benefits from credit by examination. 



1. The Economics of Credit by Examination for the Ind^vidifal Student 

The Initial decision to enroll in postsecondary educajiion can 
be ^viewed as a household investment decision. By thir^, we mean thW 

/ V 

, the student devotes, current money and time resources to the educational 
activity in'anticipation of realizing greater f uturVy income and non-money 
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I'f^t urn:; , i'lit^ i nvtiLiliiujiiL I'lvuuHWork niws'nll.y d i:;t, i n^-u i ;;tjt^r. t)rlwc(»n 
Mu'' pi'iv:it.(^ brnv.vl'i t :-. and ro;-.l:.; '( t^rc^l lor;*"^ *'tt-lt^ndrinc:(^. Koi'o t-lyiii Jul;!. 
a oiai.;^"/i t'uvitl on , thi:; d i :;t i nr l/ion .i.mmodlat-o.ly rcvonlr. that- t,ho inorc' 
I ^.m])Ortanl. |'n{,()nt, la I cil'octi.; or crrxllt, by uxamirKi t.lori may "rr«r,u] t. from 
jii reduction In the t.lmo ntM}dt}d'to conipiot-e a. do^Tee proprani. S])ccir- 
' icaliy, ir the Uact^ilaurt^ato i r> received In lo^s than foui- years, , 
the invDslnu-nt c:o-:l:;. aT'c lower- and rc^ui^nn rrom the investment begin 
i.;oonor . 

More Lee!hni cal.ly, Lhe relat i onr>hip between the retui^ns from and 

i 

costs of hour'>ehold Investments are commonly summarised by a rate of 
./eturn aalculation (^e(s for ex^unple, Pecker 1973 » Psacharapoulos 
1973, and P'reeman 1976). Thio summary measure o"f the profitability of 
or payoff on an inve^^tment has been used in two 'ways. First rates of 
return amon^^ alt^errvitive hounohold investments, including higher 

' education, <::in be comparea (see Dunkelbcrg and Stephenson, n.d,^, for 
ccnparisons of rates of return among household durables). Second, 
we can Observe and estimate the effects of changes in the returns from 
or costs of investment (tlir^ough, for example, credit by examination 
option^) on the profitability of 'the investment to the individual, 

' i.e., the rate of return. _ ' 

In this context, the impact of credit by examination on the 
economic payoff to individual students can be examined. , Table 1 
sum.maxizes the discussion which follows. 

Investment Costs 



The "nr^w" nonsiimer economics views matricula'ticn ar, a household. 
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Poionllil Eoonomlc Impaci of CrodH. b.v f']x/uii.ln.aii.on 

f » 

for Stiidonti', 



Student Decision 
(thoGo with credit) 



llotio'ru 



Same Aaideinic Prof;i\uii, 
Advanced Graduation 



- Hodiiced ox|iondi.t4ir(! and • 
time couls 

•f EX;Tjnination and roconHnr 
foes 

- (IreatiT adjustment probleinc 



Earlier o.mi^j> I'oturni;, 
over a longer period 
Fewer in-school conuufipilon 
returns 

Uncertainty about validity 
of e/cajninationn 
Else 'of substitution for 
regular credit when transferrinf^ 



M 
M 
0 



Different Academic 
Prograjn 
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- lieduced expenditure and time 
costs (if date of graduation 
advanced) 

+ Exajnination and recording 
fees 

+ Greater adjustment problems 



+ Earlier earnings returns, over 
, a longer period (if date of 
graduation advanced) 

- Fewer in -school consumption 
returns (if date of graduation 
advanced) 

- Uncertainty about validity of 
examinations 

- Ekse of substitution for regular 
credit when transferring 

Advanced , Broader Program 
+ Au^ented skills rewarded with 

larger earnings 
+ Aupiented skills contribute to 

non-market productivity 

Induced Field of Study ' 
+ or - Fields with credit by exam 
option have larger (smaller) 
earnings opportunities 
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|,,-,,,lu.-f i>.ti .i.-t i v'l 1 V HI wlii.'li tlH' .-.t ml. -Ill i-mli'i !!.•:■, pu i. 'tui; ..mI r.""'!:- 
(; ^,:-.t nift i..ti, t....-k:; :iM(l : ;ii | ' I ' 1 i ' -i' ") With jJu'ly lime N. "l-i-.'iiucc" .'f 
ir, nil i-f .(dil 1 t 'u. 11,1 1 m.Til.1.1 :',kl 1 !;■ .'!■ kriuwl.Hir.i'. l)rir< utuit •• 1 y , oiii- 
kiu>wli>drr .ilM'ut I !,<• >Mi ri but I Mfi:, of i tii.t nict. \ on , r.tudrnt t.im(>, ;in(i 
,^lh.•r■ ".-iivi r-iMim.Mil .il " factor:-, to t h»< .'u-iiu i : 1 t i on of i'.k'ill:-. \r, f.t.ill 
at Ur.'.l Impei-ffct l,v urui.TT.Iauxl . Mofc ; '.cf i ouf. if, our i rtLbi 1 i ty to 
.irtcminr wh.^thrr i\\riu^ a<hio(l L.kilh;. if pi-(k1uc(k1 , ;U'e rewrurclod by 
^^myli^yrry. ( thn :;(>-(vtl Lrd "iwTVH^n i nr. hyi)ot.hi»i-.ir>, " about, which more will 

th.- :'.lM'T-t. run, ^ itm* .iiul t*i ruiiKU ;i 1 coni^trai nli-> impoLio added 
r-n.-.t;-. for the * ^ H I't > ] 1 III t 'U t . KiiT.t. mauy inr.tit.utlonj:^ require one year's 
w^rk Vi^r c»n»> i-vub-mi . ■ .v^ir uT (:r»-<lit,. Wht^re r,t^udent.j3 who already 

,., ,1 I 1 .>v^M :->k!lh' ,ir*r' ::till rfN]Uirod to complete four ye^\s 
:-.t uiiv r-r- ! li^- Ui'^^'.i l:iur-r:i t addit ional resoui'ce and time cosIl: 
•::ij-,.->.Mi, :h';trly, 'ill ^ iir.^-r/H'-^rt.oru^d de/^ree i)ro/.vr;.unr> , r.uch a^; 
l.h^r.- :ator'fi-d . t^mIuc.^ t,hr rl,-ldit>y and oor.lc — of the 

r.--.ld-ru'r r'tN}u"i rw-m^-fit . r.ccond, :'>iufh?nln mir.ht incur "fimmcinc;" cost^; 
-* "t,l,(v Lrv r*^;i:ir'xi t^> ^^xtf^rrnl r,r>'av:or. of funded (e./^;., commercial 

V 

I oar., .-/'id^r;? loar., {^ir i.- 1 i rru: work) to mccit oducatioruil expi^nr.cz, 
ZVnr^^ th^' (>r-Lror [rlvat^- r--/,oia'cer. in family savinf:^ and other liquid 
t.^rid i-- iinlt.^xi/ " ti rL-i.nc i n/:** conrAraint probably becomes 

nor't- .>^VfM'- t:.^'^ lc :\r^:r Ui^^ iid<:!iL ;:n-.l n::. in ;i:chool . 

F .r ^'ur [■urr.''::r-- . t,r:.,Mv^ f'l/ttvr- "•iddod*' cor^tn can be incorj^orated 
■r^-... ;,.•r,■.::r:^' t.f.e p]- 1 i;a .1 o:;t:; of invoclmcnt in higher 
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Direct exT>enditures . Perhaps the easiest to visualize, direct 
expenditures consist Qf the cash outlays for tuition and fees, books, 
and supplies. Incidental transportation costs can be included as well. 
The fees for credit by exaJninat ion tests, plus recording fees, would . 
normally fall into this box. Generally, credit obtained through exam- 
ination is considerably cheaper to the student than credii tnrough 
instruction. The GLEP test fee of $40 for a potential 3 or t -redit 
hours works- out to be much lower than most public sector charges ($30 
per credit hour), except in th- no-tuition community colleges of 
Galifornia. , 

If students had been required to enroll in and to pay tuition and 
fees for the courses for which they received credit, the nationwide 
gross "savings" to the students have been estimated to total at least 
$6 million (adapted from Darnes 1976).^ Similar calculations suggest 
tuition "savings" of $Wf.05 per successful' candidate at one public 
university (McCluskey and Richmond, n.d. ) and $8>$100 per successful 
candidate in one state where CLEP is widely used (Furlong 1977). 
Unfortunately, these figures are grossly misleading. The estimates 
require the implicit assumptions that either (a) the student enrolled 
for fewer total hours and hence realized direct savings, or (b) the 
student vfould have enrolled in the exempted courses and completed all 
t\ courses in hie "after credit" program had credit by exam not' been 
awarded, ' The evidence suggests that neither assumption is true. First, 
among full-time students, tuition and fee charge* tend to be the same 
from a -12 credit hour load on up. A student receiving six credit hours 

% 
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through examination could have registered for twelve hours instead 
of eighteen, and incur the same luition and fee chiarges. Second, 
most of the studies to date seom to indicate that a ^relatively small 
share of students .using credit through examination actually shorten 
their time on campus (see next section). Third, the 'Studies of similar 
students, with and without credit. by exam, indicates that those with 
credit- tend to take more advanced courses than those who do not 
(Caldwell 1977, Krepli;i 1971 ). 

Earnings foregone. If student time must bo used to acquire a , 
degree, the value of the time spent away, from the market place must 
be included in the oosts of investment. T.W. 'Schultz (l97l) has 
persuasively argued that earnings foregone constitute the larger share 
of private monetaiy investment costs, perhaps as much as 75 percent. 
Most other estimates, although imperfect, are within the 60 to 80 
percent range (see Becker 1975. Grary and Leslie 1977)'. Any prograjn 
or policy which can reduce the time spent in school can greatly lower 
the costs (both in earnings foregone and direct expenditures) and so 
enhance the^ profitability of the investment. 

The evidence on the time-shortening effect of credit by examination 
i:: sketchy. Overall, the available data indicate that the majority of 
sbud^^:^•. roc ^' i.ving credit through exajnination do not- graduate earlier. 
First, in very fev; instances do successful GLEP candidates ^erage 
nore than 8 to 10 hours of awarded credit through examinatiori\^^ For 
example, the Florida candidates in the university system received on 
average 16 credit hours, while those in the junior coDlege system 
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received an average of 8 hours of credit (adapted from Furlong 1977). 
At Arkansas State University, about one-half of the test-takers 

" receiving credit were awarded 9 hours or less (McCluskey and Richmond 
n.d.). Stallings, et. al., report that those successfully taking 
exams for credit at the University of Illinois do graduate somewhat 
earlier, but the difference is not very great (1972). Enger and 
Whitney (197^) provide data which indicate students with CLEP credit 
graduated earlier than those without examination credit, but subse- 
quent regression analyses seem to suggest most of the difference in 

' accleration is explained by differences in college grades, the ACT 
score, and high school rank. Since these variables, 'and CLEP credit 
hours, tend to be highly collinear, the statistical results need to 
be viewed with some skepticism. In Caldwell's study of University of 
South Florida CLEF candidates awarded cjredit on at least if out of 5 
exaiiis (only 10 percent of those receiving credit), less than half 
(46 percent) estimated they had saved one year of -schooling (1977). 
However, a second conparison indicated that the students with large 
amounts of CLEP credit graduated" in 3^ years at the sajne rate as 
similarly able studants'., without CLEP ci'edit did in ^ years. The 
latter finding does suggest tlmt at least those with about a year's 

. worth of CLEP credit da tend to graduate a year earlier. 

Benefits ' 

Generally, the returns from investment in postsecondary education 

take two forms. First, more highly trained individuals tend to earn ' 

more and to incur fewer and shorter periods of unemployment ~ a direct 
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monetary payoff (Blai;g 1970; Psacharopoulos 1973). Second, individuals 
with greater levels, of education appear to be more efficient .consuiners 
and to possess better child-rearing skills (Michael 1972; Leibowitz 
1975). Po'th money and non-money returns accrue directly to the student. 
There may be additional current sati sfactic ns ("agreeable experiences" . 
in Bowen's terminology-) realized by the student while in school. 

The. effect of credit by examination on these potential returns 
to the student and fajnily depends upon how students respond and upon ^ 
the assumptions about r.ov schooling affects later market and non-market 
returns. Txc pa ■■terns are described below. , 

In the most basic case, students simply elect to advance the 
date of their graduation, completing the academic prograjn they would 
have taken without the awarded credit through examination. In the . 
more complex and realistic sceneri-o, students alter their academic 
prograjn. They may or may not advance the date of graduation. The 
potential returns from a more rigorous or broader academic prograjn oz^ 
a newly-chosen field of, study may be greater or smaller than the ^tudent 
and family would have realized without credit by exaJiiination. 

l) Jf credit by examination does not alter the academic content 
of a student's degi^ee program — that is, if the credit merely replaces 
or substitutes for introductory courses the student would otherwise 
have taken — then the student leaving school earlier realizes the 
benefit of earlier earnings returns on the investment. Since returns 
30 or ^fO years in the . future are highly- discounted , tho longer earnings 
period resulting from early graduation will have a positive biit relatively 



modest impact.^ Since, by assumption, the student graduates early, 

he loses some of the current consumptioirreturns from attendance as well. 

Two further considerations affect the potential returns to credit 
by examination. First, individual students might view the exajnination 
option as a risky alternative. That is, even if successful on the 
exams, some may believe they will not do as well in subsequent courses . 
and so be less likely to gradus-te ahead of schedule. This perception 
can be accommodated by discounting future benefits for the perceived 
level of risk. Very little of the accumulated da.ta relate to student 
attitudes toward the option. Caldwell's 1977 study suggests that 
few academic f)roblems actually arise. Since candidates for credit by 
examination come from the highest ability groups, this finding should 
not be surprising. 

A related dimension of the impact of credit by examination on 
-benefits is the ease with which these 'credits can be transferred ai^ong 
institutions. If examination credits are not as easily transferred as 
regular, instructional credits, >he student may be constrained in the 
options afforded through credit by exam. Potentially greater learning 
opportunities at other institutions may be precluded because the exam 
credits will not be honored. Assuming the greater accumulated know- 
ledge would bring added r^urns in the work place and in non-market 
activities, potential benefits from the investment might well be reduced, 

The evidence on the substitution of different types of credit is 
■' ~ , / 

very limited. Moughamian argues (without e<^idence) that exam credit 

/ ■/ - , 

more' easily transfers than regular course 'b^edit (1976), On the other 
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hand, Caldwell suggests the greater retention' of GLEP students at 
South Florida iinplies that fewer do transfer (1977). 

2) If the credit by examination option induces the student to 
alter the academic content of the degree program, the impact on poten- 
tail returns is 'less clear. . . - 

Unarguably, if the student still graduates early, the earlier 
receipt of egxnings, and its continuation over a longer time period, 
generally increases returns, for the reasons just discussed. 

The effects of the "^igof of the chosen academic program on benefits, 
however, are unclear. Successful credit by exam candidates apparently 
do take more advanced courses. At Utah, ^or example, increasing use 
of CLEP attended the reduction in freshmen English sections and an 
increase in literature sections ( Furlong 1977) . The very successful 
CLEP students studied by (Caldwell enrolled in advanced courses at the 
same rate as their similarly able peers (1977). Using ^an ETS-Gollege 
Board survey of institutions receiving CLEP scores, Grandy and Shea 
(1976) report thiat at over half the institutions, a majority of those 
receiving CLEP credit took advanced courses in the same area (except 
for social sciences and -history ) . 

These results, however, do-not speak to the question of potential 
future benefits. ^ the' advanced courses truly augment market skills 
and if employers reward these greater. skiJ.ls with higher " salaries , 
then the student has realized added benefits made possible through GLEP. 
Similarly, if the, advanced courses enhance the future non-market pro- 
ductivity of the student, then the student will obtain greater benefits 



from the investment in postsecondary education than he otherwise 
would have received. The issue of whether, and to what extent, schooling 
contributes to learning and acquired knowledge to later earnings and 
non-market returri^ remain the suTojects of coirsiderabl'^ study-. (See, 
for example, Jencks 1972, Summers and Wolfe 1977, Solmon and Taubman 

1973P . 

Further, if the student —^through the inducement of early grad- 
uation — has selected an area of study where the^earnings are lower 
than his non-GLEP choice, the gain of earlier earnings might be more 

, than balanced out. "VJxe situation described is analagous to what has 
occurred with public financial subsidies for students. As an example, 
the National Direct Student loan prggram at one point included liberal 
provisions that permitted the It^n to be cancelled if the student became 
a school teacher. No other chosen occupations qualified the borrower 
for f-ull loan cancellation. The many state teachers' colleges, . Kith sub- 

^ ' sidized tuitions, also afforded incentives for students to train for 

teaching. Thus, even though salaries for teachers were low (and continue 
to be low), the incentives on the cost side encouraged enrollment at 
the margin in ,eaching fields. As O'Hearne (1972) has suggested, credit 
by examination is a form of aid to the student; We just don't know 
the effects thi type of aid has on college or field of study choices. - 

II. The Economics of Credit by Examination, for Postsecondary Institutions 

The use a,nd design of credit by examination programs at Individual 
institutions are conditioned by the likely impacts on institutional 
goals and costs. Briefly, postsecondary institutions can be viewed as 



attempting to achieve conflicting or c\'erlappi'ng goals. Among these 
goals are: developing a supply of trained manpower, contributing to 
the- creation of new knowledge through basic research, and providing 
. public service through extension programs. Budgetary and other con- 
straints limit institutional efforts to achieve these broad objectives. 

r . > \ 

(See Wagner and Rice 197? i especially Chapter 3» for a more complete 
development of this conceptual frajp.ework. ) 

Credit by examination programs can operate either to directly 
enhance the attainment of institutional goals or to ease budgetary 
limitations. While the data here are quite limited, the review of 
■ potential impacts presented below suggests the overall economies^ or 

< 

costs for the institution are likely to be modest. If programs need 
to be reduced or resources reallocated, short run costs of adjustment 
and possible loss of scale economies account for the major financial ■ 
loss. If students do not advance graduation, additional faculty 
resources will be required to teach a larger number' of advanced co'irses. 
These potential impacts;, are summarized in Table 2, 

Institutional Objectives/Goals 

Subject to financial solvency, most postsecondary institutions 
exercise considerable discretion in establisiiing and attaining non- 
profit goals. Within the broad mission of teaching,"' for exainple, 
institutions can attempt to attract and enroll greater numbers of 
■applicants from the groups of students w\iioh contribute the roost toward 
enhancing institutional prestige (the in est able) or toward meeting equal 
educational opportunity objectives (the disadv^taged). Significantly, 



Table 2" 

Potejitial Economic. Impact of Credit by Exajnination 

'J . for Posts econdary Institutions 

L 



Goals/Ob .jectiyes 

+ attracting most able students 

+ enrolling non- traditional- students ^ ^ 

+ improving quality of instruction (through smaller clfias^ siae) ' 

+ encouraging faculty research through ^i-^ed up fime 

Gosts/Constraints 
Instructional Budget 

- fewer classes taught (if students graduate earlier) 
+ more advanced courses taught 

+ reduced revenue (if students graduau'e earlier) 

- new enrollments ' 

- improved^^retention ' ^ 

+ reallocation within, among fields of study ^ 
Program Budget 
Non-instructional Budget 

- student aid budget (if students graduate earlier) 
+ counseling budget 

+ research budget 
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such goals merit the allocation of r3S0urces toward, their attainment ' 
quite apart fr<)m any effect on the difference between 't-otal i-evenues 

and total costs. . ■ . ■ 

Since credit by examination programs can potentially induce students 
to enroll at a particular insiitut,ion or in a particular field of study, - 
these 'programs would diract ly contribute to the al/tai^unent of institu- ^ 
tiorfe.1 .objectives. O'Hearne (1972) has argued that credit by examin- ^ 
ation represem.s f inancial"aid in \he ;Eorm of a pot entiaaiy.^time- shortened 
degree ^fcen^e, ■''rewards in the coip of the reain"). Irjstitutions 

• attemptxns^to attract -Lhe most abl'^._ students, and therebj enhance 
institutional prestige, would use credit by exajninatlon as ah ffiducelaent. 
Public two-ye^'„r or urban colleges -Jnight embrar^e the program as a means 

of attracting non^ traditional , older students. 

Credit by examination^'may ^±rec:\y "serve two other institutional * 

• objectives. First, instructional quality could be improved if successful 
candidates moved directly on-to' more advanced courses.' Holding the 
level of. faculty, resources f ixed, small er_ class si-^es. would result 
(presumably at introductory as well as advanced levels).' Alterjiat ively , 
if 'the successful candidates completed time-shprtened degree pj-ograras, 
the fewer class hours could be spread Jver existing staff, freeing^ up 
time' for' faculty- research activities. In ^act, crecfTt by tanination 

. has apparently brought about 'some adjustments in faculty size (see next 
section), so the net contribution- tc^ these latter institutional goals 
remains unclear. , ■ . - 
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Instit.Utional Costs/Constraints 

■The must obvious effects of credit by examination appeax on the 
* institutional balance sheet. The magnitude of these effects^ plus or 

minus,' hinge in part on student response to the programs and the costs 
of adjustment at the institution. The discussion which follows considers 
^ the potential impact of credit by examination on the instructional 

budget, the direct costs of offering v-jredit by examination options, 
and potential indirect effects on other non-instruccional budget line 
•items . 

A. Instructional Budget 

The economic case for institutional use of credit by examination 
can^ be stated at its simplest as follows: if students test out of 
introductory classes and go on to receive a degree ahead of schedule, 
then fewer sections need be taught and instructional costs will be 

« 

reduced. For example, Arkansas State University eliminated 11 sections 
of English Jomposition I from 1969-70 to 1975-7^, while freshman enroll- 
ment increased by- 20 percent (McCluskey, n.d.). Over that approximate 
period, 60 percent of the 2^03 ASU students who took the CLfiP English 
exam received at least 3. hours credit. Furlong reports a cancellation 
• • of ^1 sections of freshman English at Miami'-Dade Community College in 
/ the fall of 1972, allegedly attributable to increased -CLEP credit (1977). 

'The Carnegie Commission estimated that a straight forward three year 
baccalaureate *clegree program cou^d resiat in 10 to If percent fever 
undergraduates and a similar, reduction in expenditures (1972). Savings 

in instructional costs from credit ^by examination programs, because of 

^ ... 
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their more limited elifjibility , would liardly approach the Carno^^ie 
total, 

ihese estimate:::, however, do not acciirat::ly capture-, t. ho f ixects 
of credit by examination prog^rams on the institutional tAidget . Five 
associated effects may reduce or further increase the savings just 
described. ' ' ' 

First ,^ as discu^ised earlier, the evidence pn the time-shortening 
effects of credit^ by examination is not persuasive: many who do . 
accelerate elect to remain for the entire four-year period, engaging 
^^^-^m a mor^ ri^^orou-. and broader academic program. At Utah, the savings 
from fewer freshman English sections were apparently offset by the * 
co.:tG of additional sections in literature (Furlong 19 "J^y). Yet, a 
widespread adjustment of course offerings does not appear t9 have 
resulted. Even In Florida, one of the more active GLEP states, 70 
percent of public sector administrators indicated no major course ^ 

. V 

changes (-eliminations or advanced offerings) as a result of ''GLE3=^ 
(Furlong 197?). cource, this pattern could change should GLEP 

usage increase, ' ^ ' ' 

Second, accepting that some students do graduate early" and thus 
somewhat reduce the instructional requirements, a comparable reduction 
in inst^tutioaHfl revenues will result. Students who graiuate early- 
do not. co-ntiXuo to pay tuition and fee charges (or bring in public 
subsidies, in many jurir.dictions). The Florida public septor admirti-s-. 
trators are very av;aro of this potential impact/ Furiong reports tliat 
/ 70 percent favor some change in publ:i.c funding because of potentially 



reduced revenues (1977). 

Third, to the extent that individuals who otherwise might not 
have enrolled are encouraged to do so with credit by examination options, 
the instructional budget constraint might well be eased. For this to 
be true, the institution would have to realize additional ecoi^mies 
of scale or assess fees which exceed costs at the- margin. Although 
many assert that credit by exam prcfgrams have encouraged enrollments, 
the evidence is very tenuous. On the. one- hand, sixty percent of the 
students choosing the three-year program at the Brockport . cajupus of 
SUNY would apparently have enrolled elsewhere if the option were not 
-available (Radloff 197?). However, Fujrlong's survey "of public school adninis- 
LraWs in Florida revealed a relatively small share (30 to /+0 percent) 
who believed credit by examination brought ^n new students (1977).. A 
■survey of state policy makers also revealed some skepticism about the 
use of procriup.s affording time-shortened degrees (Smart and Evans 1977). 
CLEP data continue to chow only 55 to' 60 percent of he test-takers 
are above ago 18 '(Shea r'77). Coupled with the restrictive practices . 
imposed by many in;ititut^ xns and the fact that over 75^percent of 
those receiving cj:-edlt are enrolled full time (Shea and Gandy 1977), 
these data seem to suggest more widespread use by individuals who might 
have enrolled without the credit by examination option. As these 
programs become more wideli^^acceptod) and used, however, this pattern 

could change. ( 

Fourth, impi oved retention /would ease instructional budget con- 
straints in much the s.3jne way as new enrollments. In effect, reduced 



attritiori .translateL; into larger enrol Imentr:; (*nd reduces, average cost 
ind/or iricr eased revenue. 

The .evidence on this point appears to bo much more solid. Kreplin's- 
1971 review of studies indicated broad agreement on lower attrition 
rates resu].ting from credit by exajnination placement. Subsequent 
'studies, summari-,ed in 1*^1 one (197?) t report similar results. In 
an attempt to compare students' with a year of GLEP credit to similarly 
able, non-GLEP students, Caldwell shows a mao^kedly better retention/ 
f^raduation rate for the GLEP ^roup (1977). He cautions tnat the 
difference may be, ov- i-statpd because he could not track those who 
transferred . 

Finally, if large numbers of students enroll in different courses 

or different fields in response to the credit by examination option, 

two levels of real 1 oc^ition of resources may be required. Both could 

involve ^^rcriter cost::. First, as su^^c^sted earlier, the increased 

demand for advanced coui-se:: will require more intensive use (smaller 

class sizes) of more expensive, tenured faculty. Second, if students 

are induced to enroll in different fields of study because of the 
t 

ol t ornatives affoixled, through credit by examination, resources will 
need to be shifted from. areas/ departments losing students to area/ 
departmentc iz'^iihinr, stucientt:. Since many of these allocation decisions 
are heavily influonced by the .-laademlc departments, these adjustments 
may be c^ictly. The effect is quite r.imllar to the overall decline in 
enrollmehtE at t.ho 1 ri^:t'i tutlon or system level (see Boulding 1975. 
for a diccuccion bf tb.e ^iroblem). In this aaue, however, faculty , 
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concerns about the suitability of or support i or credit by exaniina.tion 
opti iis in certain areas will offer a new set of Incentives to pros- 
pective students deciding in what field of study and where to enroll. 
The costs of overcoming faculty reluctance to the examination 0|»tion 
or to the reallocation of resources when no suitr-bie standardized test 
can be developed must be considered as an additional expense in the 
short run, 

'A 

B, Program Budget 

A program of credit by examination imposes direct costs upon the 
postsecondary institution. Test development and validation can be 
very expensive, j But, even using GLEP, AP, or other standardized tests, 
the grading, periodic norming and evaluation studies, test administration, 
and transcript recording expenses are not insignificant , costs . Jamison 
and Wolfe (1976) describe the economic context in which these insti- 
tutional costs of a credit by examination program can be evaluated.^ 
Their discussion usefully draws attention to the links between alterna.te 
procedures (regular instruction, credit by examination) and similar 
outputs. In so doing, they highlight the potential economies resulting 
from credit by examination options. In effect, their framework would 
i( -1^' one to accept credit by examination if the cost (per credit hour?) 
is" cheaper than regular instruction. Quite apart from these comparisons, 
the earlier discussion suggested other potential associated institutional 
costs and benefits from credit by examination that would need to be 
considex'ed, 

Stallings, et. al. (l9?2).^estimate the institutional costs of 
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providing credit by examlnalion for the University of Illinois at 
$63,ObO ($7.09 per credit hour) in 1970-71. SigT^if icantly , the authors 
report the Instructional cost per credit hour measured more than $15 • 
Therefore, assessment by examination apparently costs less than assess- 
ment thi^ough regrilar Instruction, Sharon (1976) estimates the cost 
of aGsessm.ent in experiential programs at $2O0-$3OO per student, but 
these programs, still in development, are likely to be more expensive 

than academic assessment. At Arkansas State University, where the 

t 

; 

students pay a fee f^sr taking the exam, .annual costs for the test center 
total less than $5,000, most of which is reimbursed by ETS (NcCluskey n.d', ). 
.This cost figure does not include the expenses for faculty validation 
and norming of the test instrument (accounting for more 'than half of 
the annual expenses in the University of Illinois program). Other 
earlier studies reviewed by Kreplin (i97l) also excluded the costs of 
faculty time in test development and norming. 

It seem^ clear, however, that so^e facuJ.ty involvemcMi in the 
exams must be required,' Therefore, costs to the institution would, 
at a minimum, include outlays for administration, faculty review, 
facilities, and record-keeping. Some part of these costs can be recov- 
ered through student fees and ETS compensation, 

G. Non-inst:^ictional Budgets 

Credit by examination potentially impacts on line items other than 
instructional actl v 1. 1 1-s . l-^lrst, ar, O'Hearno (1972) has suggest od , 
if st' 'dents graduate ahead of sched^ole, the demands on student aid 
will potent .1 1 y be ^^•■iuo^d. Qi course, newly induced enrollmonLG of 
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able, but needy, students with CLEP credit might require add" lonal 
'student aid resources. Since those with higher test scores are more 
likely 'to be from higher income families, however, credit through 
examination might partly replace the modest "merit" awards currently 
made to these students. 

I 

Second, students who accel^ate or upgrade their program of 
'study may require more . careful , individualized counseling (see Trlvett 
1975, Stark 1973). About 30 percent of the highly successful CLEP 
C2in(lldates in Caldwell's study agreed that there were :narmful^ef f ects 
f-'om CLEP. Curiously, few of -the students indicated that they had 
suffered from any academic or social problems resulting from CLEP 
..^Ldvancement . Over half of the public sector administrators in Florid^i 
belie- ! that increased .use of CLEP required additional resources 
for counseling (Furlong 1977). 

Finally, fewer introductory sections would potentially limit 
the teaching (and part-time earnings) opportunities for graduate 
students. At some institutions, this may increase the co^st of research 

III. The Economics of Ci^edit by Examination for States 

The impact of credit by examination on states can be directly 
summarized through cost-benefit analysi: The outputs of the education 
activity ere presumed to contribute to the desirable allocation and 
distribution goal^j within the jurisdiction.^ The measured returns 
are attained at a cost of tax resources plus additional opportunity 
costs not included in the expenditures. Those projects whose outcomes 
are highly valued (in dollars and dol^lar-equivalent social non-money 



benefitB) rciative ^^o t.he coslo (a high benel'i t-cost ratio) would, 

under quite /general assumpt i oru.-; , be undertaken. 

RetuT'ns 

Citi'^eiro within a ^fivon jurisdiction might favor crediL by exam- 
inaticr: prograiri^^, and :.-,o allocate public subsidies for them, if the 
pro^^'ams generato<i monetary and non-money outputs .associated with 
accepted public goals. To Ihe extent that credit by examination 
induced greater enrollments, increasing the returns from a more highly 
educated populace subsidies might be forthcoming. 

But, beyond these ^jeneral returns, two specific adjustments should 
be noted.. First, if credit by ^ examination induced individuals with 
certain "preferred" attributes (on equity grounds) to enroll in post- 
secondary education, then additional resources, should be forthcoming. 
Evidence about induced enrollments among, say, adult or low income 
groups to examine either of these hypotheses is just not currently 
available. 

Second, unlike highways or dams, the primary output of the higher 
education system — trained manpower — can leave the state. Hence, 
the potential returns just describ-^ "(j^ld have to be reduced if a 
^^^tate tended to export its college graduates. Other things equal, 
states which retain thejr graduates might be expected to support 
credit by examination options _lf they encouraged enrollnients and 
marginal benefits to the jurisdirtion exceeded marginal costs. 
Costs 

On the other side of the berief it-cost equation, credit by exam- 

■L ^ 
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ination might be expected to offer a significant impact. At its 
simplest, if succeesfu.1 .candidates enroll fot fewer hour^ as a result 
of receiving awarded credits, then subsidies to institutions might be 
reduced. This, result "ijnpro\es" the benefit-cost ratio for the educ- 
ation activity, and has been widely cited as an argument for encour- 
aging credit by examination. For example, over five years the state 
of Illinois *"saved" an estimated $1 million in subsidies to community 
colleges. In Florida, the "savings" measured $6 million in 197^-75 
alone (Furlong 197?)- Estimates for individual institutions suggest 
substantial ^'savings" as well (Stallings, et. aX. 1972, McGluskey, n,d.). 

Thiese estimates', however, tend to mislead because they implicitly 
assume time-shortened degrees. Since the successful GLEP candidates 
apparently elect to remain on campus for almost the entire term, FTE 
enrpllments and state subsidies would not be greatly affected. Indeed, 
in a recent sixrvey barely ^1-0 percent of state policymakers anticipated 
reduced student aid outlays with Increased use of time-shortened 
degree programs (Smart and Evans 1977). 

For similar reasons, credit by examination is presumed to reduce 
the need for new facilities construction. The Carnegie Commission 
estimated that one-third of the capital costs in the 1970's could have 
been eliminated with the adoption of a straightforward three-year 
baccalaureate (1972). In Florida, public sector college administrators 
seem to concur with the apparent reduced need (Furlong 1977). Again, 
^unless students elect to time-shorten their degree programs, no capital 
cost savi-rgs would emerge. -Moreover, except *n those states exper- 
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iencing population cind/or enrollment growth, the demand for capital 

8 

expenditures in the necir term should be minimal. The more common 
problem may well be underuse of facilities. 

The states might incur two additional costs with increased credit 
by examination use. If statewide validation or norming of the exams 
must be undertaken, these direct program costs will impose a drain 
on the state treasury. More significant, however, are possible costs 
of under- or unemployment of released faculty. These costs could 
offset any of the savings resulting from reduced state subsidies. 

IV. Prospects for Credit by Examination 

a 

A. Context and Agenda for Research 

Depending upon where one sits , the potential benefits from and 
costs of credit by examination balance good, indifferent, or bad. 
The potentials differ according to the a^ctual respariises of 
students to credit by eXcDnination opportunities and to the- supply of 
these options forthcoming from higher education. 

Two possible sceneries illustrate the pc^int. On the one h^nd, 
if students elect to shorten their degree programs with credit by 
examination, the students potentially receive greater income returns . 
while incurring lower investment costs. States might realize savings 
in institutional and student subsidies, holding total enrollment at - 
the same level. Institutions would experience some compensated con- 
traction — a reduction of revenues ard costs, and released or new 
faculty would suffer under restricted employment opportunities. On . 
the other hand; if students 'elected to complete more rigorous -and/or 
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^ broader programs with credit by examination, t^ey ma;^ receive greater 

future income returns. States would experience very little change in 
the level of higher education 'subsidies. Institutions may face increasing 
costs (from relatively more advanced courses), and faculty would at least 
be no worse off. 

Both of these cases assume expanded credit by examination oppor- 
tunities will be available. Nelson (19?4) has ar^ed that the natural 
intransigence of facalty to innovation plus an era of stable enrollment 
and funding mitigates against expansion. In a recent Carnegie Quarterly . 
Barbara Radloff echoes these poin^ , but also suggests that the debate 
about credit by examination in the early 197C's stimulated changes in 
academic programs which reduced the need for time-shortened programs 
(1977). 

^" a broader context, however, the pressuies for expanded credit 

by examination opportunities are likely to become considerable. These 

pressures emerge from a certain decline in the size of the traditional, 

college-aged cohort beginning a^t the end of this decade, the alleged 

declining return to a college education, and efforts by families and 

ctudents, already apparent, to economize on the costs of investment in 

n 

higher education. 

There remains no doCibt that the number of high school graduates 
will fall in the 1980 's as the post-war cohorts continue to age. As 
institutions face the prospect of a smaller traditional pool of pot.ential 
students, the groups of young adults who have not completed college 
will represent an increasing reservoir of potential enrollees. Further, 
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as new technology and consumer demands increase the need for newer 

skills while rendering even college-level skills obsolete, the demands 

for retraining older workers -will persist and grow. These are new 

clientele, who must be attracted to the institutions. Expanded exten-^ 

sion programs and credit by examination alternatives promise to be 

very effective methods of serving this new clientele because such options 

help to reduce the most important constraint to the participation of 

adults — the cost of their time. 

Richard Freeman (1976) has persuasively argued that the returns 

to college education, which soared in the 1960's, have begun a secular 

decline. Although one can question whether the effects are, in fact, 

entirely the result of long term forces, the observed increase in high 

school drop-out rates and fall in college enrollment rates suggest 

that the response to altered expectations about the returns from educ- 

10 

ation can profoundly affect the pool of students who actually enroll. 

But familieG and prospective students not only must contemplate 
the prospect of decreasing monetary returns from higher eaucatiog. 
Students are also confronting the increasing costs of their own time. 
Much of the recent research in the economics of the family has emphasized' 
that consumers respond to this increasing time cost by substituting 
relatively cheaper goods and services for their own time (explaining, 
in part, the increase in m^ls taken out or, use of microwave ovens, 
over traditional meal' preparation and consumption). 

Higher education has afforded few opportunities for individuals 
to economize on their use of time.''"''' The evidence suggests a continuing 
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effort by students to reduce investment costs, through whatever means 
axe' available. For examp^.e, in the 1970 's-, the share of freshman enroll- 
ments in the public tector has increased from 60 ' 80 percent. Further, 
over this 'same period part-time enrollments, .. i-nc: tradit^ional , 
college aged students, have increased at nearly tv/ice the faLe of full- 
time enrollments. Even the increasing share of enrollments in "higher 
priced'' proprietary institutions can be partly attributed to shorter 
program duration, and hence, lower tijne costs. 

In sum, the prospects of declining enrollments, declining returns 
to students, and an increased enrollment sensitivity to all student 
investment costs would seem to work toward in erased pressure f o^' time- 
shortening' and flexible credit by examination, alternatives. With 
these more basic influfences in mind, a set of four partly overlapping 
research studies are proposed This research agenda includes studies 
which would fill in many of the ir. formation gaps about the potential 
benefits and cos-^s of credit^' by exajnination. Some parts of the suggested 
research would extend the findings of studies already completed. By 
focusing on aspects of student and institutional behavior, the several 
projects would yield results which can be used' to more precisely gauge 
-the potential private anci social economic impacts. 

- 

Study 1: ' Dimensions of 'Student Participation ^Jid Net Benefits, 

Rationale . No good estimate of the potential impact of credit , 
. \ 
by examination options has been developed. Most studies to date provide 

figures based ^on faulty assumptions or are too narrowly drawn. In 

effect this s^udy would be an attempt to produce "order of magnitude" 
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estimates of the net monetary benefit-: of credit by examination for 

Gtudentst institutions, and states under a reasonable L.ot of altern£ite 

assumptions, No^ estimates of induced student or institutional responses 

would be sought, although alternative assumptions coal.d be employed. 

Design , The study would requ^-re a simulation of the ^ participation 

in credit by exajninatioti programs along with associated financial effects. 

Similar estimates are frequently prepared^ using "planning models," 
*■ # 

to obtain estimates of alternatives for national student aid and income 

support programs (see, for example, Wai;nei' 1978), The following 

1 

variables need to be specified: 

y 

a. maximum number of potential test takers 

b. distribution of credit hours earned (by sector?) 
d. student response assumptions 

(1) enx^oll for precisely fewer hours, 

(2) enroll for fewer hours at same rate as, say, Florida or, 
' New York students 

Heported results: ^ 

a» aggregate student tuition savings, increased earnings 
b. aggregate lost institutional revenue (at average institution 
. or state) 

- c. aggregate public subsidy savings (institutional and student) 
Study Costs . \ 
Senior Researcher: l/S.man year' 
Res-earch Assistant: I/8 man y^af 
Data"~Fr6cc....ing; $1,000 (no new data collection) 

135 



idy 2": Student Response to Credit by Exarrunation 0[)tianr>' 

Rationale. The idontiJ^laation ol' potential economic Imi^acts of 
■.-•dit by examination revealed thaft the nature ahd extent of costs and 
nefits critically depend upoD how students respond. T^e analysis 

ntudent response, alon^^ seveml dimensions, i^ fragmentary at 
■r;t. In effect, this study would consist of a set of smaller studies 
.ioling initial and continued student response to credit by examination 
^^-rnatives. Six dijnensions, or sub-sJ;.udies , of student response 
- ])roposed: 

a. induced onrollmont 

b. choice of institution 

c. choice of field , ^ 
d ..^ accelara t i on 

" e, mix: creditT'by exam, and attendance status 
f, retention 

results of the studies would fill important gaps in information. 

hout better analysis, the presumed benefits and costs for students, 

Visitations, and states cannot be estimated. Among the questions 

. ne answered are : 

C Are potential students more likely to enroll with ^ expanded 
credit by examination options? 

Do differences in enrollment response emerge among different 
^ types of students traditi onal , adult)? 

Does the credit by* exajr.ination option induce students who 
would have enrolled elsewhere to attend participating 
institutions? - 
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Dou» the credi.t.by (^xrunination o[)Lioii IrulucL! ;:.t.udont,:;, ID 
chcKiao an acijoiiiat.od flelil of L^tudy: 
Wliat student/ insti tuiion , or progfam altribut.es are 
uGiiodiated with decitvionq to culvance the date of ^-raduat lonN 
as opJosed to upf^adinf?; tlic progi-am oi" ctudy? 
^How do credit by examJiation options .affect uurollmon.t, 
pfitt--rns? Will prosf^ective atiidcntG with awarded credit, 
elect more pan-time i^^dy or shift from part-time tc full- 
time r;''Ltus? 

I^Iow does credit by examimtion independently affect the 
student porfiiiitence through postsecondai-y education? 
How docc an expa-adod credit by examination proeram affeirt 
' the .^^orii(ent or de^-ree completion rates of adults, low 
incom^LS ij^ disadvantaged individuals? 

Deslfiii . Studies through (c) can utili-ze the theoretical and 

empirical dovcxopmcntr. in the growing number of enrollment demand 
studies (see Jackson and Weathersby 1975)- Bishop and Van Dyke (l ?3) 
have developed the only or.timates cf the determi rnxnts of postGocond<-.iry 
enrollmejit demi^nd of adults — a f^i^oup of spgicial interest for credit 
by exam. A Dresch {\97'>i) points out,^ however, many of the deriand 
models are m : ::specif i«i and suffer from insufficient d-' to acK^urately 
e-.timate enrollment response. None, for example, consider the actua] 
cost of s^dent time, save through a response to unemploy^ient rates- 
^joo, however, Dresch 1975^ and W-Lchtel 1975)-. 

Also relevant is- the llteraiui-e on rat.es of return to higher 
educ- ••-on, partlcul.arly McMahon, Hoa^:g, and Wagner's 1976 study of 
expectol rates of return : v intonded occirjetion. Vid^ishon', et . al. 
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::^Ll('uJ;itiHi a iTit.p r*'!.iir"Ti : -r i\u\\ 1 rul i v 'ulua 1 in t.ln^h' L;;i.iii[.»hs ui/nir. 
actual Jirrs"t. arul indM'cct i nv. --.t n- 'ii*. '-^'-.t;-,, 

Firuliy, i)on-.Ii-M-<-n(u^ ^vm be vM-weHi, Wi «vononijc theory, ^^-'^ 
adjui',tmnnt.;: t.uwani Mh- U'lir.*'^' i.''^- 1 ."H- -.t -1 r . Ui iiivr:;t.ifh^nt- r(]n; I i lu'i uni , 
Ctudoiit and i n:'.t 1 tut^Ciiia 1 ••t t ri l.ul.t\;, 1 dc ! udi. nr. prf.^ivuru-, taich a:; cr^cHlll. 
by (^xjuii'i aii.ion whlcti n.l'i'vct t ..-.t. ..ludtMit t/imc, tujavHy .infJair^ncto 

* r 

Iht.' [:;.po(nl w'l t-h wtiich l\\ • I oni^ inin .'qii 1 1 1 bi'i urn ion li: olth^r nttriuuxl 

a^'l/ot* "lod-U'ied. A in )ro tit^lalluHl irLiinriaa^y of t,lu^ a.na,ly t.i cal f'raini^work 
(.:;i:n ! ound in W irrK.T' (Iv^VV). 

i'hv- -,':-Jaiiy wuiild r'^^air^*' 1 >ru' i l.u: j 1 n:i. 1 data on a sam])lo o1" pot-on t. la. 1 
r^t-udonta; (alJ a/^o:'), Pjiily ooonL^mlc and dniiofivaphic data, i n'.;t 1 tu tVoaal 
attributor., ::ruL moa.;u!'o:; -f' /.l.ii-h^nt rr'-,ponr.er. ju::i. d o:ua' i t'^^i wou:id bo 
neceanary. It nil^ht bn ad valit a^a'oun ana cost effect ivo to limit i he 
^^t.udy t.o an actavo- r.lalo :.:ucb as Florida (foi^ GLET) or Npw York. ^Fhis 
strate^^y wou.lfl alr.o u^irtdy control i'or ^^imultaiieouG differences -in the 
r>upp],y ,of credit by t.-x:Jrun;.iti on oj)portuni tier., at least acrocG ntatec., 
Croneral isinp i.ha ror.ultr, beyond the ^tate would be difficult, :jince 
nonresident st^udents nu^^iit use the opLion oiily in the absence of similar 
prograjris in their own .states, . 

, Studies (a) through (c) could be based on a one-time panel survey. 
Studies (d) throu^.h (f) mif^ht use retrospective, current, and prospective 
information collected from a sample of identified freshmen surveyed 
once two years later. Without question, a true longitudinal study 
would'* provide moro accurate data, aY^^o^gh cidy at greatei^ costs. 
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Stmior Rcr>ear*chor : 1 man yv:iv 

hcu-'carch AsnuUant. ; 1.^^, man y(\arL. 

I>rita Collect. ion and 
Data Procor.nln/-. $;_^S,000 

Studies (d), (o), and (f) 

One-time survey 

1 man year 

l\ man years 



oenior ReL^eaT'ohor : 
h»'L:t>'U'nh Al;l:> 1 tant 



iJata Collection aiKi 
Data ProcoGsing: 



Lonfp.tudinal 
1^ man year 
3 man years.. 

$60,000 



$23,000 

*E'otimatos for the three sub-^studies, jointly undertaken. Little 
savings would be roali'/.ed for carrying out one sub-study within each 
:.:et. 

Study 3: Gtudont Oiitcomos 

Ratiogalo . The economi*;^ of education literature reveals a con- 
ciderablo rinount of dL:^uf?:'eemont about "whether college matters." 
(r.eo Solnon :ind Taubman 1973, Taubman and Wales 197^, and Blaug 1976). 
Whil^-? many oi' Ih^^ d i I'f er<:ncc::: reported in the literature can be recon- 
r:Ll-.i, the Im; llcations for the use of ci^edit by examination are impor- 
tanl. If thu do^T'oe 1:: a credential, with academic content not rewarded 
in trio workplace, then Lhe rolo of credit uy exajnina '-i on as a more 
efficient as.Tci^Gment mech^inism increases. 

• Design . Th'iz r^Ludy requires data collected in the early working 
years from -i sample of ^^raduates with CLEP credit. A recursive model, 
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similar to those developed in studies of the earnings function, 
might "be used. (Psa char opoulos (1975) provides a useful review of this 
work). The sample could "be drawn from an individual institution, state, 
or the GLEP applicant file. Irl^ effect, differences in earnings between 
those w: i GLEP credit who accelerate and those who elect not to graduate 
eaxly will be studio . 
Study Costs . 

Senior Researcher: 9 raan months 

Research Assistant: 1 man year 

Data Collection and 
Data Processing : $25,000 

Study k: Institutional/Faculty Response to Credit by Examination 
Alternatives 

Rational e . Some institutions and/or academic departments have 

fully embraced the concept of credit by examination while others have 

not. Since the institution's supply of credit by examination options 

will affect the ultimate use of the program, the underlying influences 

on Institution (and department) participation in credit "by examination 

options r.hiuuld be explored. Specific questions to be addressed include: 

Which institution or faculty attributes appear to be 
assor^'^.ted with the adoption or emphasis of credit by exam- 
ination (e.g., size, sector, urban, selective)? 

Does the state funding mechanism in the public sector 
appear* to influence the adoption and use of credit by 
examination? 

How easily are credits earned through examination substituted 
for regular course credit (e.g., in transferring from other 
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institutions)? 

Design. The general problem and questions can be considered in 
an institutional decision-making context (see, for example, Wagner 
and Rice 1977 or Williamson I963). Aspects of faculty decision- 
making at the departmental level, including responses to potential 
enrollment declines as well as incentives, are considered by Hoenack 
(1977b). 

An examination of the use of credit b^^ exajnination in states and 
at institutions over time, using simple regression techniques, might 
provide some useful estimates of the significance of potential 
influencing variables. State funding mechanisms, changes in insti- 
tutional enrollments, and other attributes might be included. The 
study would consider not only the influences on the adoption of credit 
by examination, but also the likely effects of credit by examination, 

through enrollment changes, on institutional goals and instructional, 

i 

student aid, or research budget constraints. 

Since good, comparable cost data at the academic department level 
are not currently available, one 'or two "controlled" experiments might 
be attempted with Individual "reluctant" departments. The efrects of 
various types of inducements on the adoption of credit by examination 
could be assessed (along the lines £:uggested "by Hoenack 1977a). 
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study Costs , 



Senior Researcher 

.Research Assistant 

Incentive Subsidies 

Data Collection and 
Data Processing 



Time Series 
1/2 man year 
1/2 man year 



$7,500 



Experiinent 
3/^ ^ ' year 
1/2 man year 

$10,000 

$5,000 



EKLC 



142 



' I > 



REFERENCES 



Arbolino, Jack N. "No Matter Where -You Learned It: The 10-Year 
ise of the College-Level Examination Program/' College 
Board Review 99 (Spring 1976): 1>20. 

Becker, Gary S. Human Capital , Second Eliition. New York: Natic 
Biareau of Economic Research, 1975- 



:ic|Tal 



Bej I, Robert M. and Harp, Mary Ann. "Restructuring the Baccaula^eates 
A Focus on Tfjne-Shortened Degree Programs in the United Staines, " 
Washington, D.C.: American Association of State Colleges and 
Universities, 1973* 

Bishop, John and Van Dyke, Jane. "Can Adults Be Hooked on College? 
Some Determinants of Adult College Attendance." Mimeographed. 
Madison. Wisconsin: Univer^sity of Wisconsin Institute f or ^ 
Research on Poverty,, 1975- 

Blaugr Mark. An Introduction to the Economics of Education , 
Baltimore: The Penguin Press, 1972. 

. "Human Capital Theory: A Slightly Jaundiced View^" 

Journal of Economic Literature l4 (September 1976) : 827-855- 

Boulding, Kenneth E. "The Management of Decline," Change 7 (June 
i975;: Sff. 

Bowen, Howard R. "Time, Informal Learning, and Eifficiency in Higher 
Education," Education Record (Fall 1973) 5^- 271-280. 

Boyer, Ernst L, ".Shorter Time for Undergraduate - Degrees. " In Hi gher 
E ducation : M yths , Realities and Possibil i ti es ^ edited by Winf red 
Godwin and Pei^er D. I^lann. Atlanta: Sou'^.hern Regional EH:Ucational 
Board, 1972. 

Caldwell, Edward. "In-College Effects of Acceleration by Exajriination, " 
Journal of College Student Personnel (September 1977) 2 399-^02. 

Carnegie Commission on Higher Education^ Less Time , More Options : 
Education Beyond High School . New York: McGraw-Hill Book 
Company, 1971. " 

The More Effective Use of . Resources . New York; McGraw- 



Hill Book Company, 1972. 

Carnegie Council on Policy Studies in Higher Education. More Than 

Survival : Prospects for Higher Education in a Period of Uncertainty . 
San Francisco: Jossey-Bass, 1975. 



Gasserly, Patricia L. " Coll ege-LeverE&aJnimt ion Pr^^ Its Meaning 

To Participants," College Entrance Examination Board" Research 
and Development Report, No. 6. Princeton, New Jersey: Educational 
Testing Service, 1973- 

Crary, Lowell L. and Leslie, Larry L. "The Private Costs of Post- 
secondary Education." Mimeographed. Tucson: University of 
Arizona, 1977. * 

Cross, K. Patricia, Valley, John R. , and Associates. Planning Non- 
Traditiona-1 Programs : An Analysis of Issues for Postsecondary 
Education . San Francisco: J ossey-Bass T97^ . 

Dcrnes, Robert G. ."The Economics of Credit by Examination." Mimeb- - 
graphed. Rockford: Rockford College, April 1975- 

Itesch, Stephen P. '^A Critique of Planning Models for Postsecondary 
iHucation ," Journal of Higher Education ^6 (May/June 1975a): 
2^5-286. 

■ . ."Impact of Student Aid and Labor Market Conditions 

on Access to Postsecondary Education. Technical Proposal." 
Mimeographed. New Haven: Institute for Demographic and Economic 
Studies, June 1975^. 

Dunkelberg, William C. and Stephenson, James B. "The Rate of Return 
on Investments in Durable Goods." Mimeographed. West Lafayette: 
Purdue University, 

Enger, John.M. and Whitney, Douglas R. "CLEP Credit and Graduation: 
A Four-Year Study at the University of Iowa, " College and 
University ^9 (Spring 197^) : -236-2^1. 

Freeman, RichaitL B. The Over educated American . New York: The 
Academic Press, 

Froomkin, Joseph. Recent Devel opments in Postsecondary Education . 
. Washingfton, D.C.: Joseph Froomkin, Inc., January 1976. 

Fund\for the Advancement of Education. "They Went to College Early." 
Evaluation Report fJo, 2. New York: Fund for the Advancement of 
Education, 1957. 

Furlong, Thomas Edward. "The Perceptions of Selected Groups of University 
and Community College Administrators of the College-Level Exam-» 

' ination Program and Its Implications for the State Universities 
and Community Colleges of Florida." Ph.D. dissertation, Florida 
■ State University, 1977. 



/ 



14. 

144 



Grandy , Jerilee and Shea, Walter M. • The CL^ General Examinations 
j: £nv^^» ^nd Universities . Princeton, New Jersey: 

College Entrance Examination Board, 197o. 

Henderson, Gath,'. "Cha>iges in Enrollment by 1 985." Policy 

Service Reports . No. 1. Washin^on, D.C.: American Council on 
Education, June 1977. 

Hoenack. Stephen A. "An Agenda of Research Projectson the; Financing 
of Higher Edu cat ic^n." Mimeographed. Minneapolis: University 
of Minnesota, July 1977a. 

"Direct and Incentive Planning Within a University," 
Forthcoming, Soci o-Economic Planning Sciences 11, 1977^. 

Hvde Williajn D. "The Effect of T^oition and Financial Aid on Access 
'and Choice in Postsecondary Education." Mimeographed. Denver: 
Education Commission of the States, 1977. 

Jackson. Gregory A. ani Weather sby, George B. "Individual Demand for 
Higher iducat ion: A Review and Analysis of Recent Sapirxcal 
Studies," Journal of Higher Education ^6 (November /December 1975; 

623-652. 

Jamison, Dean T. and Wolfe, Barbara Burgess. "The Economics of 
Experiential Learning Prograjns/' Findings 3 (1976; . >ti, 

Jencks, Christopher. Inequality . New York: Harper and Row. 1972. 

Kimmel, Ernst vW. , "Financing Credit try Examination: A Frajnework 

for Discussion." Mimeographed. Princeton, New Jersey: Educ- 
ational Testing Service, October 1976., 

KreDlin. Hannah. "Credit by Examination: A Review and Amlysis of 
' the Literature." Berkeley: University of California, 197^. 

Lazear, Edward. "Education: Consumption or Production?" Journal ■ 
_ of_ Political Economy 85 (June 1977): 369-5'?7. ^ 

Leibowitz, Arleen. "Educa tion and the Allocation of Women' s Time " 
Education . Inceme ,and Human Behavior edited by F. Thomas Juster. 
New York: McGraw-Hill Book Company, 1.975. 

McMahon. Walter W., Hoang, Nguyen, and Wagner, A^an P. "Returns to 
Investment in Higher Education." Jlimeographed. Urbana: 
University of Illinois, 1976. 

McCluskey, Jimmy. "Financing Credit by Examination: Issues and 

Implications." Mimeographed. Arkansas St^te University, n.d.. 

\ . 



ERIC 



145 



McCluskey, Jimmy and Richmond, Mossie J. "Summa^f'y Report on Arkansas 
State University's Participation in the College-Level Examination 
Program (CLEP): 1971--75." Mimeographed. Arkansas State 
Univr^rsity, n.d, • j 

Meinert, Charles W. "Time-Shortened Degrees." ERIC Higher .Education 
Research Report , No. 8. Washington, D.C.: American Association 
For Higher Education, 197^. 

Michael, .Robert T, The Effect of Education on Efficiency in Consumption , 
New York: National Bureau of Economic Research, 1972. 

Moughamian, Henry. ''Financing Credit by Examination: Issues and 

Implications." Mimeographed. Chicago: City Colleges of Chicago, 
October 1976. ' 

-Nelson, Fred A. "Has the Time Gone for an External Degree?" Journal 
of Higher Education ^5 (March 197^) : 17^-183. 

O'Hearne, John J. "New College Scholarships: Rewards in the Coin 
of the Realm," College BocUxi Review 83 (Spring 1972): 22-2^, 

Paacharopoulos, George* . Earnings and Education in OBCD Countries . 
Paris: OECD, 1975- 

. :.jturns to Education . San Francisco: Jpssey-Bass , 

1973. * 

Radloff , Barbara. "Time-Shortening; An Idea Whose Time Has Come — 
and Gone?" Carnegie Qiuaxterly 25 (Winter 1977): 1-3. 

Ruyle, Janet and Gerse^.man, Lucy Ann. "Non-TraditionaJ Opportunities 

and Programs. " In Planning Non - Traditional programs : An Analysis 
' of Issues for Postsecondary Bducati cn edited by K. Patricia Cross, 
John R. Valley, and Associates. San Prancisco: Jossey-Basrj, 197^. 

Schultz, Theodore W. - Investment in Human Capital . New York: Free 
Press, 1971. 

Sharon, Amiel T, ."College Credit for Qff-Gampus' Study. " ERIC Higher 
- Bducation Research Report » No. 6. Washington, D.C.: American 
Association for Higher Bducation, 1971. 

• "A Model for Awarding College Credit for Work 

Experience^" Journal of Higher Education ^7 ( November/P cember 
' 1976): 701-710. ' 

Shea, Walter M. "Comments on CLEP Test Center Report, 1976-77." 

Mimeographed. Princeton,. New Jersey: Educational Testing Service, 
J August 1977. 



Smart, John A: and Evans, Charles. / "State Policy-Makers and Time- 
Shortened Begrees, " Journal of Higher Education ^8 (March/April 
1977): 202-215'. 

Solmon, Lewis and Taubman, Paul^ editors. Does Coll-ege Matter ? 
New York: Academic Press, 1973- 

Stallings, William M. , Aleamoni, Lawrence M. , and Heil, D.K. "The 
University of Illinois Placement and- Proficiency System: 
Description and Results," Journal of Higher Education ^3 
(November 1972'): 610-619. . 

Stark, Joan M. "The Three Year B.A.: Who. Will Choose It? Who Will 
Benefit?" Journal of Higher Education ^ (December, 1973)j 
703-715. - • 

Summers, Anita A. and Wolfe, Barbara L. "Do Schools Make. A Difference?" 

American Economic Peview 67 (September 1977) J 

— ——^^—^ ( 

Tautunan, Paul and Wales, Terrance. Higher Education and Earnings . 
New York: McGraw-Hill Book Company, I9W. 

Trivett, David A. "Credit for Prior Off -Campus Learning." ERIC 
Higher Education . Reseiarch Report , No.' 2. V/ashington, D.C.: 
American Association for Higher Education-, 1975- 

Vickery, Clair. "time-Poor: A New Look at Poverty," Journal of 
Human Resources 12 (Winter 1977): 25-^8. 

Wachtel, Paul. "The Re-turns to Investment Higher Education: 

Another View." Education , Income » and Human Behavior, edited 
"by F. Thomas Juster. New York rN^^ljjcGraw-Hill Book Company, 1975- 

Wagner, Alan P. "Finanqing Postsecondary Learning Opportunities 
. Through Existing Federal Student Aid Programs/' School Review 
(Forthcoming May 1978). . ' ^ ^ " 

Wa^er, Alan P. "Student Persistence Through Postsecondary Education: 

Patterns, Influences, and Implications for Public Policy. ^ Research 
Proposal." Mimeograpffed. jWest lafayette: Purdue University, 1977 

Wagner, Alan P. and Rice,- Lois Student Financial Aid ; Institutional 

Packaging and Family Expenditure Patterns Washington, D.C. : 
College Entrance Examination Board, 1977. ^ 

'White, Edward "Four Issues for Facu]-ty in Equivalency Testing," 
College Board Review 100 (Fall 1976): 25-29. 

Williamson, Oliver. "Managerial Discretion and Business Behavior," 
American Economic Review 53 (December I963) : 32-57« 



.NOTES 



ijducati-oft alsG-r'-provides- current consumption returns to the -student — - 
Bowerj's ',(1973) "agreeable experiences" — and parents. However, . 
the inyestment (particularly future t*arnings) aspects are proMbly 
the more important returns (Lazear 1977). 

Generally it is inappropriate to include "savings" on room and 
board in the^e calculations, since these expenses will be incurred 
whether or jnot the student is in attendance. 

This is not to say there may not be other saving^s, such as reduced 
study time to permit g^reater ^ part-time work or leisure activities. 
Rather, the use of credit by exam does not necessarily reduce the 
direct costs of investment, even if the academic course load is 
lightened. 

To illustrate, the individual who begins work one year eaz^lier than 
his peers and retires one year. sooner receives $10,000 in current 
dollars_and^ loses, say, ^2,000 in current dollars ($2$, 000 income 
in working' year discounted at 6 percent per year to the present). 
The individual who begins work at the same date as his peers, but 
wo,;ks one year longer, receives simply $2,000 (in present value). 
Froomkin (I976) found that the one- third of all colleges experiencing 
a decline in enrollments from 1970-71 to 1973-7^ also faced rising, 
average costs — a finding consistent with either scale economies 
or: sizeable fixed costs in the short run. J i . ^ 
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6. Moughamian (1976) notes that state funding, in some cases, is based 
on mid-term enrollment.' Lower attrition "protects" the public 
subsidies -in such cases. . . 

> 

7, By applying distributional "weights" to the eHrollments of'students 
from different income classes, an index of the weighted enrollments 
can be valued and added to other returns in evaluating the effects ' 
of the project. 

8. See Henderson (1977) for a projection of enrollments by state to 

1985. .. • • ' : 

9, For a general limited discussi on ^of :these issues, see the Carnegie 
Council's More Thah Survival (1975). • , . 

10. Indeed, without the dramatic growth in student aid subsidies, through 
1977, the fall in em*ollment rates would probably have been much 

greater. . ' 

11. Vickery- (1977) provides a general statement of the p^)tential costs 
when the substitution between goods and "time is limited. 
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